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Dear  Governor  Kirk: 

Transmitted  herewith  is  Report  of  the  findings, 
recommendations  and  conclusions  of  the  Florida  Com- 
mission for  Tax  Reform  created  for  the  study  of  the 
revenue  structure  of  the  State  of  Florida. 

The  work  of  the  Commission  was  performed  in 
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enactea  by  the  1965  Legislature,  now  Chapter  65-303, 
General  Laws  of  Florida,  which  authorized  the  cre- 
ation of  the  Commission. 
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INTRODUCTION 


The  Florida  Commission  for  Tax  Reform,  consisting 
of  five  members  appointed  from  the  Florida  Senate  by  its 
President,  five  members  appointed  from  the  Florida  House  of 
Representatives  by  its  Speaker,  and  five  members  appointed 
by  the  Governor  of  Florida,  was  created  by  Chapter  65-303, 
Laws  of  Florida,  1965,  and  after  all  appointments  were  made, 
it  organized  on  November  29,  1965.   The  Honorable  B.  C.  Pearce, 
Senator,  was  elected  Chairman.   The  Honorable  James  H.  Sweeny, 
Representative,  was  elected  Vice  Chairman.   It  selected  Miss 
Virginia  Mills  as  its  Executive  Secretary,  the  sole  regular 
employee  of  the  Commission.   Her  services  were  invaluable  in 
handling  the  administrative  problems  of  the  Commission.   The 
Commission  will  cease  to  exist  by  the  terms  of  the  law  creating 
it,  unless  such  law  is  "re-enacted  by  the  Legislature"  during 
the  regular  session  of  1967. 

The  powers  and  duties  of  this  Commission  are  generally 
set  forth  in  Section  3  of  Chapter  65-303,  above-mentioned,  as 


follows : 


"(1)  To  make  a  continuous  study  and  survey 
of  the  tax  structure  of  the  State,  counties, 
municipalities,  and  other  taxing  authorities 
including  all  laws  with  reference  thereto,  and 
the  administration,  operation  and  effect  thereof. 

(2)  To  collect,  compile,  analyze  and  evaluate 
the  results  of  such  survey  and  study,  and  to  make 
and  publish  its  report,  recommendations  and  pro- 
posals, and  submit  the  same  to  the  governor,  to 
the  president  of  the  Senate  and  speaker  of  the 
House  of  Representatives,  and  to  the  legislative 
council  not  later  than  February  1,  1967;  provided, 
interim  reports  shall  be  rendered  to  the  governor 
whenever  requested  by  him,  or  in  the  discretion  of 
the  commission,  and  such  interim  reports  may  be 
rendered  to  the  governor  at  any  time. 


(3)  To  receive  from  representative  local 
groups  of  various  interests  within  each  county 
the  results  of  studies  made  by  them  of  local 
tax  problems. 

(4)  To  request  and  to  receive  from  all  state 
and  local  agencies  and  departments,  including 
the  appropriate  research  staffs  and  departments 
of  all  universities  and  colleges  maintained  or  i 
chartered  by  the  state,  such  records,  information,  j 
data  and  assistance  as  may  be  deemed  appropriate  ; 
in  carrying  out  the  duties  of  the  commission." 

Section  8  specifically  provides  as  follows: 

"Section  8.   This  study  shall  include  a  con- 
sideration of  severance  taxes," 

At  the  organizational  meeting  the  classifications  of     i 
the  subjects  for  study  were  adopted,  and  the  action  and  recom-     ' 
mendations  of  the  Commission  with  respect  to  each  classification 
will  hereinafter  be  set  forth  separately. 

Considering  the  purpose,  directive  and  legislative 
background  of  the  bill,  the  Commission  decided  its  first  re- 
sponsibility was  to  recommend  such  changes  as  are  needed  to  make 
the  tax  structure  fair  and  equitable  to  all  taxpayers;  its  second 
responsibility  was  to  make  only  those  recommendations  which  are 
consistent  with  a  st?iady  and  adequate  provision  for  revenue  at 
both  the  state  and  local  levels  of  government;  and  its  third 
responsibility  was  to  recommend  such  changes  as  it  deems  necessary 
to  make  the  state  attractive  to  industry  and  enhance  the  economy 
of  the  State. 

Since  its  membership  included  persons  who  are  repre- 
sentative of  most  aspects  of  the  economic  life  of  the  State, 
it  concluded  that  its  best  approach  was  study,  discussion  and 
decision  by  the  Commission  members  themselves,  with  such  assis- 
tance as  they  could  get  from  the  public  at  large  and  from  State 
agencies.   In  adopting  this  approach,  the  Commission  accepted 
the  role  of  a  "working"  Commission.   The  individual  member,  did 
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much  "homework",  studying  and  analyzing  materials  supplied  them, 
making  inquiries  of  businessmen  and  business  associations,  and 
otherwise  preparing  for  future  meetings. 

In  order  to  benefit  from  the  thinking  and  experience 
of  the  citizens  of  the  State  and  to  discover  the  areas  of  taxa- 
tion giving  the  most  concern,  the  Commission  decided  to  hold 
public  hearings  at  which  interested  parties  could  air  their  views 
as  to  what  subjects  merited  the  attention  of  the  Commission,   This 
Commission  held  six  public  hearings,  starting  in  January  1966, 
one  each  in  Miami,  Orlando,  Tampa,  Pensacola,  Jacksonville,  and 
Tallahassee.   These  meetings  were  publicized  in  the  press,  and 
letters  were  mailed  to  each  legislator  in  the  area  inviting  their 
attendance. 

In  addition  to  the  above  public  hearings,  a  special 
hearing  was  held  on  October  11,  1966,  in  Jacksonville,  to  which 
the  two  gubernatorial  candidates  and  the  Senate  President-desig- 
nate and  the  Speaker-designate  of  the  House  were  invited  to  give 
the  Commission  the  benefit  of  their  views  on  a  tax  program  for 
the  State.   The  Honorable  Robert  King  High,  Democratic -nominee 
for  Governor,  and  the  Honorable  Ralph  D.  Turlington,  Speaker- 
designate  of  the  House,  attended  and  presented  their  views. 
The  Honorable  Claude  R.  Kirk,  Jr.,  Republican-nominee  for  Gov- 
ernor, sent  a  telegram  expressing  his  regret  that  he  would  be 
unable  to  attend  due  to  prior  commitments  and  included  his  stand 
on  taxes.   There  was  no  word  received  from  the  President -designate 
of  the  Senate. 

All  persons  desiring  to  speak  were  permitted  to  do  so, 
and  a  record  of  their  testimony  has  been  preserved.   To  detail 
such  evidence  would  unduly  lengthen  this  report  and  serve  no 
useful  purpose.   All  of  such  evidence,  however,  is  contained  in 
the  files  of  this  Commission  and  is  open  to  public  inspection 
upon  reasonable  request. 

The  speakers,  except  in  one  or  two  isolated  instances, 
complied  with  the  request  of  the  Commission  to  furnish  the  text 
of  their  presentation  prior  to  each  hearing.   This  permitted  the 
members  of  the  Commission  to  study  the  contents  beforehand  and 
be  prepared  to  interrogate  the  witnesses,  if  such  interrogation 
was  necessary  to  clarify  the  presentations. 
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A  number  of  workshop  sessions  were  called  and  held  by 
the  Commission  for  the  purpose  of  discussing  and  evaluating  the  testi- 
mony presented  to  it  and  for  the  preparation  of  reports. 

At  each  of  the  public  hearings  the  presentations  stressed 
the  fact  that  the  burden  of  ad  valorem  taxation  had  become  intolerable, 
that  relief  was  necessary,  and  that  constitutional  millage  limitations 
should  be  provided. 

The  Commission  did  not  deem  it  the  function  of  the  Commission 
to  recommend  new  and  additional  taxes,  but  it  is  the  function  of  this 
Commission  to  recommend  measures  which  will  relieve  inequities  in 
our  tax  system.   The  elimination  of  taxes  with  respect  to  any  property 
or  other  taxable  item  results  in  the  loss  of  revenue  to  the  taxing 
authority,  and  therefore,  this  Commission  determined  that  it  was 
its  duty,  when  recommending  the  elimination  of  any  taxable  revenue, 
to  recommend  sources  of  revenue  which  could  be  substituted  for  the 
lost  revenue. 

In  suggesting  sources  of  revenue,  no  new  form  of  taxation 
has  been  recommended , 

In  considering  these  questions  before  the  Commission,  recent 
tax  studies  of  the  states  of  North  Carolina,  Georgia,  and  Illinois 
were  examined  and  discussed,  and  the  competitive  position  with  the 
Southeastern  and  competing  states  received  due  attention. 

Many  business  and  industrial  associations,  public  agencies 
and  private  citizens  have  presented  this  Commission  with  statistics, 
economic  data  and  other  useful  information  which  has  been  used  in 
preparing  this  document. 

The  Honorable  J,  Ed,  Straughn,  Director,  Florida  Revenue 
Commission,  has  been  untiring  in  his  efforts  to  assist  this  Commission, 
and  the  Honorable  Fred  0.  Dickinson,  Jr.,  Comptroller,  through  his 
assistant,  B.  J,  Mawhinney,  has  made  available  all  of  the  facilities 
of  his  office.   Both  of  these  gentlemen  attended  most  of  the  meetings 
of  the  Commission,  many  of  which  were  held  on  Saturdays  and  Sundays. 
The  Honorable  Earl  Faircloth,  Attorney  General,  and  the  Honorable 
Floyd  Christian,  State  Superintendent  of  Education,  and  the   'rsonnel 
of  their  departments  v<rere  most  helpful.   The  Commission  was  .  bly 
assisted  by  the  Legislative  Reference  Bureau  which  furnished  to  the 
Commission  a  wealth  of  unbiased  material  which  related  to  ev^ry  subject 


under  consideration.   Dr„  Artltur  Cu.rnkle  attendee'!  iHOSt  incetings  o -' 
the  Commission  and  its  subcoTiirnittees  and  supplied  Information  g,f;:':iC'u 
by  him  from  his  long  study  and  experience  in  the  field  of  taxation. 
The  Tax  Collectors  Association  performed  an  outstanding  service  in 
connection  with  our  study  of  license  taxes,  and  the  Honorable  Hux 
Coulter,  State  Forester,  the  Honorable  Randolph  Hodges,  State  Con- 
servation Director,  and  the  Honorable  Robert  0.  Vernon,  State 
Geologist,  as  well  as  a  host  of  other  officials,  state,  county  and 
municipal,  too  numerous  to  mention,  supplied  comments  and  information 
which  made  this  report  possible. 

Simultaneously  with  the  conduct  of  the  activities  of  this 
Commission,  a  Constitutional  Revision  Commission  was  created  to 
prepare  a  proposed  new  Constitution  of  this  State  for  the  considera- 
tion of  the  Legislature.   The  Chairman,  recognizing  that  any  proposals 
relating  to  taxation  considered  by  that  Commission  would  be  of  vital 
and  paramount  importance  to  our  Commission,  requested  that  a  liaison 
committee  of  both  Commissions  be  appointed  to  work  together.   These 
two  committees  held  numerous  meetings  for  the  purpose  of  considering 
Articles  of  the  Constitution  pertaining  to  taxation.   This  procedure 
resulted  in  the  elimination  of  certain  major  points  of  disagreement 
between  the  two  Commissions,  and  up  until  the  time  of  the  final  draft 
of  the  proposed  Constitution,  the  only  major  differences  related  to 
millage  limitations  advocated  by  this  Commission,  and  a  more  complete 
retention  of  parts  of  Section  16,  Article  IX,  of  the  present  Consti- 
tution; however,  in  the  last  draft  of  Section  2(a)  of  Article  VIII 
of  the  proposed  Constitution  there  was  a  substantial  departure  from 
the  terms  of  the  section  previously  proposed  which  has  also  resulted 
in  a  major  disagreement.   Amendments  to  these  provisions  have  been 
prepared  for  submission  to  the  Legislature  when  it  meets  to  consider 
Constitutional  Revision.   All  of  the  other  provisions  of  the  proposed 
Constitution  pertaining  to  taxation  were  carefully  examined  and 
approved,  subject  to  modifying  amendments  which  do  not  represent  a 
difference  of  intent  between  the  two  Commissions. 

The  provisions  of  Article  VIII  of  the  proposed  Constitution, 
which  relates  solely  to  finance  and  taxation,  are  far  superior  to 
similar  provisions  of  the  present  Constitution;  and  by  the  adoption 
of  the  few  amendments  suggested  by  this  Commission,  Article  VIII 
will  go  far  toward  furnishing  definite  and  reasonable  guidelines 
for  the  expanding  economy  of  our  State,  with  the  flexibility  required 
to  meet  modern  conditions,  and  with  protection  to  the  taxpayer  against 
excessive  and  confiscatory  taxes. 
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CLASSIFICATION  OF  SUBJECTS 
FOR  STUDY 


The  subjects  set  forth  below  were  scheduled  for  study 
by  the  Commission,  and  subcommittees  were  appointed  for  each  sub- 
ject to  facilitate  the  collection,  dissemination  and  collation 
of  materials  relating  to  the  several  subjects.   The  subcommittees 
designated  as  Nos .  2,  3  and  6,  had  meetings  and  made  specific 
findings  and  recommendations  to  the  whole  Commission.   The  sub- 
committees designated  as  Nos.  1,  4  and  5  collected,  collated, 
disseminated,  analyzed  and  summarized  the  testimony  and  document- 
ary evidence  for  the  benefit  of  the  whole  Commission.   The  Sub- 
committee numbered  7  held  numerous  meetings  with  the  State  Finance 
Committee  of  the  Constitutional  Revision  Commission  and  coordi- 
nated the  work  of  our  Commission  with  the  recommendations  of 
such  committee. 

The  findings  and  recommendations  contained  in  this 
Report  were  adopted  by  at  least  a  majority  of  all  of  the  fifteen 
(15)  members  of  the  Commission. 

The  general  classifications  for  purpose  of  study  were 
as  follows: 

1.  Sales,  License,  Use  and  Excise  Taxes 

2.  Ad  Valorem,  Personal  Property  and  Intangible  Taxes 

3.  Education  Financing 

4.  Municipal  and  County  Funded  Debt 

5.  Severance  Taxes 

6.  Sweepstakes 

7.  Liaison  Committee  with  Constitutional  Revision 
Commission 

It  is  anticipated  that  bills  and  amendments  implement- 
ing these  recommendations  will  be  prepared  and  placed  in  the 
hands  of  the  members  of  this  Commission  of  each  House  of  tb 
Legislature, 


-6- 


RECOMMENDATIONS 


RECOMMENDATIONS 


CONTINUING  TAX  STUDY 

The  limited  time  that  this  Commission  has  had  to  study 
the  complete  tax  structure  and  tax  systems  of  this  State  has  demon- 
strated to  it  the  necessity  for  a  continuing  commission,  similarly 
constituted  to  this  Commission,  for  the  continuous  study  of  tax 
reform.   The  uncertainty  of  the  relationship  of  municipalities  to 
the  county  and  state  governments,  the  possibility  of  consolidations 
by  virtue  of  pending  constitutional  recommendations,  the  unavaila- 
bility of  official  statistics  with  respect  to  certain  municipal 
operations,  the  competitive  tax  policies  of  neighboring  states, 
the  relationship  of  the  state,  counties  and  cities  to  the  federal 
government  in  connection  with  federal  "handouts",  make  it  imperative 
that  a  commission  representing  the  State  Senate,  the  State  House 
of  Representatives  and  the  public  (by  appointment  of  members  by 
the  Governor)  be  constantly  alert  so  as  to  make  immediate  recommenda- 
tions with  respect  to  the  constantly  changing  conditions. 

It  is,  therefore,  the  unanimous  recommendation   of  this 
Commission  that  a  commission  consisting  of  five  members  of  the  Senate, 
five  members  of  the  House  of  Representatives,  and  five  citizens  to 
be  appointed  by  the  Governor,  be  created  by  legislative  act  to  assume 
responsibility,  upon  the  expiration  of  the  law  creating  this  Com- 
mission, for  a  continuing  study,  in  depth,  of  the  tax  structures 
and  systems  at  all  levels  of  government  in  this  State,  with  a  view 
toward  eliminating  inequities,  the  further  reduction  of  ad  valorem 
taxes,  the  equalization  of  the  tax  burden,  and  the  improvement  of 
the  methods  and  procedures  relating  to  the  assessment,  levy  and  col- 
lection of  taxes. 


SALES,  USE,  LICENSE  AND  EXCISE  TAXES 


PART  I 


Should  it  be  determined  by  the  Legislature  that  additional 
revenue  is  required  to  finance  the  needs  of  the  State  for  the  1967- 
69  biennium,  it  is  recommended  that  the  following  sources  of  revenue 
under  the  present  Sales  and  Use  Tax  be  considered: 

Chapter  212.08(3)        The  removal  of  the  limitation  of  tax  as  to 

motor  vehicles  and  farm  machinery  so  that 
such  items  be  taxed  at  3  per  cent. 

Chapter  212.08(3)  (b)     The  removal  of  the  specific  limitation  of 

the  tax  on  motor  vehicles,  relating  to  the 
long-term  leases  or  rentals  of  certain 
motor  vehicles. 

Chapter  212.08(7)        The  removal  of  exemption  relating  to  both 

the  subscriptions  and  sales  of  newspapers. 

Chapter  212.08(8) (f)     The  removal  of  exemptions  relating  to  sub- 
scriptions to  magazines. 

Chapter  212.04  The  amendment  of  this  Chapter  so  as  to  impose 

the  Sales  and  Use  Tax  to  admissions  on  phil- 
harmonic concerts  and  similar  events  not  now 
taxed . 


PART  II 

Should  the  Legislature  determine  that  relief  be  afforded  to 
ad  valorem  taxpayers,  it  is  recommended  that  the  following  sources  of 
revenue  be  considered  for  that  purpose: 

A.   That  a  separate  act  be  enacted  into  law  imposing  a  3 
per  cent  tax  on  the  rents  from  all  improved  commercial -type  real 
estate  used  for  rental  purposes;  that  the  revenue  received  s'  refrom 
should  be  remitted  to  the  Board  of  County  Commissioners  an.    -.c   Board 
of  Public  Instruction  of  the  counties  of  origin,  in  such  pri y>  rtions 
as  the  Legislature  shall  determine,  to  be  applied  solely  t.^   he 
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reduction  of  ad  valorem  taxes,  and  that  commercial -type  real  estate 
be  defined  to  mean  only  real  property  which  has  been  improved  by 
the  erection  of  physical  structures  thereon,  but  shall  not  be 
deemed  to  include  facilities  for  the  parking  of  motor  vehicles  nor 
real  estate  devoted  to  agricultural  purposes  as  defined  by 
Chapter  193.11(3),  F.  S. 

In  order  to  insure  the  reduction  in  ad  valorem  taxes 
required  by  this  law,  the  County  Budget  Boards  or  Commissions  in  the 
respective  counties  where  such  Boards  or  Commissions  have  been  created 
by  law  and  the  State  Comptroller  in  all  other  counties,  shall  enforce 
the  provisions  relating  to  the  reduction  of  ad  valorem  taxes  in  each 
county. 

B«   That  the  Sales  and  Use  Tax  be  increased  from  3  per  cent 
to  4  per  cent  and  that  one-fourth  (1/4)  thereof  shall  be  distributed 
to  the  Boards  of  County  Commissioners  and  the  County  Boards  of  Public 
Instruction  of  the  several  counties  in  such  proportions  as  the 
Legislature  shall  determine,  and  such  funds  shall  be  applied  to  the 
reduction  of  ad  valorem  taxes  levied  for  county  purposes  and  school 
purposes,  including  special  districts  of  either.   The  amounts  to  be 
returned  to  the  several  counties  shall  be  determined  according  to 
the  average  daily  attendance  formula  contained  in  the  Minimum  Founda- 
tion Law,  and  the  remaining  three-fourths  (3/4)  from  this  source 
shall  be  allocated  to  the  General  Revenue  Fund  of  the  State.   This 
law  should  be  made  effective  as  early  as  possible  to  the  end  that 
ad  valorem  tax  relief  will  be  afforded  for  part  of  the  current  year. 

In  order  to  insure  the  reduction  in  ad  valorem  taxes 
required  by  this  law,  the  County  Budget  Boards  or  Commissions  in  the 
respective  counties  where  such  Boards  or  Commissions  have  been  created 
by  law  and  the  State  Comptroller  in  all  other  counties,  shall  enforce 
the  provision  relating  to  the  reduction  of  ad  valorem  taxes  in  each 
county. 

(EXPLANATION:   A  formula  based  upon  population  was 
rejected  because  a  census  is  taken  only  once  in  each  decade,  and 
change  during  such  a  period  can  be  astronomical.   The  use  of  the 
Minimum  Foundation  formula  was  not  intended  to  influence  the  Legisla- 
ture in  its  division  of  monies  between  school  and  other  county 
purposes,  as  it  is  intended  that  this  division  be  made  at  the  sole 
discretion  of  the  Legislature.) 
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C,  That  a  separate  act  be  enacted  into  law  imposing  a 
3  per  cent  tax  on  charges  made  by  privately  operated  garages  and 
parking  lots  and  for  boat  storage  and  docking  fees. 

In  order  to  insure  the  reduction  in  ad  valorem  taxes 
required  by  this  law,  the  County  Budget  Boards  or  Commissions  in 
the  respective  counties  where  such  Boards  or  Commissions  have  been 
created  by  law  and  the  State  Comptroller  in  all  other  counties, 
shall  enforce  the  provisions  relating  to  the  reduction  of  ad  valorem 
taxes  in  each  county. 


PART  III 

The  Commission  finds  that  an  inequity  exists  with  respect 
to  the  so-called  "Sporting  Goods  Tax": 

Chapter  212,  Part  II     The  Commission  recommends  that  Chapter  212, 

Part  II,  "Wholesale  Fishing  and  Other  Equipment 
Revenue  Act,"  be  repealed  and  that  the 
financing  of  the  recreation  program  previously 
supported  by  the  revenue  from  Chapter  212, 
Part  II,  be  replaced  by  the  levy  of  a  docu- 
mentary sur  tax  (in  addition  to  the  present 
documentary  tax)  on  transfers  of  real  estate 
at  the  rate  of  55c  per  $500  of  the  considera- 
tion paid  (the  amount  presently  imposed  by 
the  U.S.  on  such  transfers  and  which  is 
scheduled  to  expire  January  1,  1968)  to  be 
effective  January  1,  1968,  which  said  tax 
shall  be  computed  on  the  amount  of  the  con- 
sideration paid  in  excess  of  existing 
mortgages  on  the  real  estate  transferred. 
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PART  IV 

The  Conmission  recommends  that  Chapter  204,  F.  S.,  be 
repealed  and  the  Retail  Store  Tax  therein  levied  be  properly  included 
in  a  revised  Chapter  205,  F.  S.,  relating  to  License  Taxes. 

All  of  the  revenue  from  the  proceeds  of  this  statute  should 
go  to  the  county,  with  the  State  surrendering  its  share  of  the  revenue 
but  controlling  through  the  revised  statute  the  assessment  and  collec- 
tion of  such  taxes  to  assure  uniformity  among  the  counties,  provided 
that  50  per  cent  of  the  amount  of  such  tax  collected  by  each  county 
be  used  to  reduce  ad  valorem  taxes  in  each  such  county  under  proper 
controls  to  insure  compliance  with  the  intent  of  the  recommendation. 

The  Commission  feels  strongly  that  this  law  should  be 
revised  as  recommended  by  the  Joint  Conferees,  composed  of  represen- 
tatives of  the  County  Tax  Collectors,  the  Revenue  Commission,  the 
Attorney  General,  the  Comptroller,  the  Legislative  Reference  Bureau, 
and  this  Commission,  even  if  the  Legislature  should  not  see  fit  to 
permit  all  the  proceeds  of  such  tax  going  to  the  counties.   Its 
revision  is  sorely  needed  to  properly  administer  this  law. 


PART  V 

The  Commission  recommends  that  fees  collected  by  State 
agencies  for  services  rendered  should  be  revised  according  to  the 
following  policy; 

Fees  now  collected  by  several  of  the  State  departments  for 
specific  services  and/or  certificates  required  by  law  for  either  pro- 
fessions or  services  rendered  to  the  public  should  be  self-sustaining, 
and  therefore  a  complete  revision  of  the  existing  fee  structure  is 
recommended  by  the  Commission  to  insure  to  the  extent  possible  that 
the  amount  of  the  fee  is  representative  of  the  cost  of  such  special 
service. 
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PART  VI 

The  Commission  recommends  that  the  provisions  containing 
certain  limitations  on  the  tax  levied  under  Chapter  561.461,  F,  S., 
giving  to  manufacturers  of  alcoholic  beverages  in  the  State  a 
special  tax  rate  for  the  reason  they  use  citrus  by-products  as  a 
part  of  the  manufactured  item,  be  not  re-enacted  by  the  Legislature 
upon  its  expiration  July  1,  1967. 


PART  VII 

The  Commission  recommends  the  following  amendment  to 
Chapter  320.08(2),  Motor  Vehicle  License  Act: 

"D"  Series:   Net  weight  of  less  than  2,500 
pounds:   $12.50  flat. 


AD  VALOREM,  PERSONAL  PROPERTY  AND  INTANGIBLE  TAXES 
The  Commission  recommends: 

A.  That  the  owners  of  condominium  and  of  cooperative  units 
be  granted  the  same  homestead  exemptions  that  apply  to  other  home- 
owners, as  provided  in  the  proposed  Constitution,  Article  VIII, 
Section  6. 

B.  That  the  homestead  exemption  be  not  increased  to  a 
figure  in  excess  of  five  thousand  dollars  ($5,000)  except  in  the 
manner  suggested  in  the  Interim  Report  dated  January  8,  1967,  recom- 
mending that  the  Legislature  may  grant  relief  to  certain  persons, 
age  sixty-five  (65)  years  or  over,  who  are  living  upon  limited 
fixed  incomes  and  have  acquired  homesteads  prior  to  July  1,  1968, 

by  increasing  the  exemption  to  a  total  of  not  more  than  ten  thousand 
dollars  ($10,000). 

C.  That  lists  of  property  exempted  from  ad  valorem  taxes 
and  owners  thereof,  except  wiuows,  veterans,  owners  of  homesteads 
and  governmental  properties,  and  those  disabled  by  physical  misfor- 
tune, be  published  annually. 
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D.  That  reports  of  errors  and  omissions  by  the  Tax 
Assessor  be  required  to  be  filed  annually  with  the  Board  of  County 
Commissioners  and  the  Comptroller, 

E.  That  the  assessment  and  collection  of  taxes  with  respect 
to  cities  and  districts  located  in  a  county  be  consolidated  with 
county  assessments  and  collections  so  as  to  provide  a  uniform  assess- 
ment and  one  (1)  collecting  agency. 

F.  That  Tax  Assessment  Rolls  be  filed  with  the  county 
commissioners  not  later  than  July  1  of  each  year  unless  an  extension, 
not  to  exceed  fifteen  (15)  days  is  granted,  but  in  years  of  general 
reassessment  further  extensions  may  be  granted. 

G.  That  the  failure  of  the  Tax  Assessor  to  file  the  Tax 
Assessment  Rolls  within  the  time  allowed  will  result  in  forfeiture 
of  5  per  cent  of  the  Assessor's  annual  compensation  for  each  monthly 
period,  or  fraction  thereof,  during  which  the  filing  is  delayed, 
unless  such  delay  is  excused  by  the  Comptroller. 

H.   That,  upon  the  filing  of  the  Tax  Assessment  Roll, 
notice  shall  be  published  for  three  (3)  consecutive  weeks  notifying 
taxpayers  of  their  right  to  file  a  protest  within  thirty  (30)  days 
after  the  publication  of  the  first  notice. 

1.   That,  not  later  than  fifteen  (15)  days  from  the  date 
of  publication  of  the  first  notice,  the  Board  of  Equalization  shall 
commence  hearing  and  remain  in  session  until  all  protests  have  been 
heard  and  determined, 

J.  That  no  action  be  brought  to  contest  the  validity  of 
any  assessment  later  than  three  (3)  months  after  final  approval  of 
the  Tax  Assessment  Roll, 

K,   That  the  Agricultural  Assessment  Act,  193.11(3),  F.  S,, 
be  amended  to  require: 

(1)   That  a  tax  return  be  made  as  required  by 
law  stating  that  the  property  is  used 
exclusively  for  agricultural  purposes  and 
authorizing  the  Tax  Assessor  to  require 
further  evidence  in  support  of  such  return; 
and 
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(2)   That  in  event  land,  classified  as  agri- 
cultural land,  is  sold  for,  or  diverted 
to,  a  purpose  other  than  agriculture, 
the  Tax  Assessor  shall  reassess  the 
property  as  non-agricultural  lands  for 
the  past  three  (3)  years  as  provided  in 
Chapter  193.23,  F.  S.  (rielating  to  lands 
which  have  escaped  taxation),  and  providing 
that  taxes  previously  paid  be  credited 
against  taxes  resulting  from  re -assessment , 

L.   That  in  event  the  Assessment  Roll  is  not  complete 
November  1,  an  escrow  account  shall  be  established  by  the  Tax  Collector 
to  receive  estimated  amount  of  tax  from  those  taxpayers  desiring  to 
pay  the  same  before  December  31. 


EDUCATION  FINANCING 

The  Commission  recommends: 

A.  Whether  we  agree  with  the  concept  or  not,  we  must 
recognize  that  massive  federal  aid  is  needed  at  all  educational  levels. 
We  must  seek  increasing  aid  from  this  source,  provided  such  funds  are 
channelled  to  and  controlled  through  the  State  Department  of  Education 
and  the  State  Board  of  Regents  respectively. 

B.  The  property  tax  has  its  place  in  the  support  of  public 
education.   It  now  furnishes  close  to  50  per  cent  of  public  school 
support  revenue.   The  school  millages  provided  for  in  the  Constitution 
should  remain, together  with  control  procedures  for  district  millage, 
even  though  school  districts  as  such  may  ultimately  be  abolished. 

The  integrity  of  this  important  tax  source  has  been  jeopardized  in 
many  counties  by  inequitable  assessments.   Vastly  improved  assessing 
standards,  as  well  as  millage  protection,  must  be  afforded  the  property 
owner;  otherwise,  this  important  source  of  revenue  will  be  seriously 
impaired.   We  reconmend  retention  of  this  revenue  source  with  safe- 
guards of  millage  control  and  improved  assessing  standards  to  be 
established  by  law. 

C.  We  recognize  that  many  of  our  smaller  counties  are 
dependent  upon  the  additional  revenue  support  now  received  from  racing 
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funds  to  insure  operation  of  their  schools  the  required  one  hundred 
eighty  (180)  school  days.  We  recommend  that  the  allocation  and 
distribution  of  the  race  track  fund  be  frozen  in  the  amount  distri- 
buted in  the  fiscal  year  1966-67,  unless  the  receipts  to  the  State 
from  this  source  of  revenue  are  reduced  in  any  subsequent  year,  in 
which  event  such  amounts  for  such  year  to  be  so  distributed  would 
be  reduced  pro-rata  to  the  counties,  and  that  this  distribution  con- 
tinue on  the  basis  of  equal  amounts  to  each  county.   (This  refers  to 
the  controlling  statute  on  this  and  does  not  refer  to  the  constitu- 
tional provision  relating  to  distribution  of  race  track  funds.) 

D,  We  recognize  that  the  support  of  public  education  has 
been  a  major  responsibility  of  the  State  since  the  adoption  of  the 
Minimum  Foundation  Program  in  1947.   Hence  the  responsibility  for 
supplying  revenue,  beyond  the  available  federal,  local  and  racing 
funds,  to  meet  the  educational  needs  of  public  tax -supported  schools, 
colleges  and  universities  is  that  of  the  State,   Therefore,  should 
additional  funds  be  required  to  meet  additional  appropriations  for 
public  education,  they  must  come  from  the  State  because  of  the  burden- 
some ad  valorem  tax  now  imposed  at  the  county  level. 

E,  Funds  adequate  in  amount  to  meet  the  operational  needs 
of  the  institutions  of  higher  learning  should  continue  to  be  appro- 
priated directly  from  the  General  Revenue  Fund. 

F,  We  recommend  continuance  of  the  present  policy  relating 
to  capital  improvements  for  education  (1)  whereby  a  portion  of  the 
revenue  from  the  Motor  Vehicle  License  Tags  is  constitutionally  pledged 
for  public  school  capital  outlay  and  (2)  where  revenue  from  the  1^  per 
cent  gross  utilities  tax  is  constitutionally  pledged  for  capital  out- 
lay in  the  construction  of  improvements  for  the  institutions  of 
higher  learning,  junior  colleges  and  vocational  technical  schools « 


MUNICIPAL  AND  COUNTY  FUNDED  DEBT 

The  Commission  recommends: 

A,   Designation  of  a  single  agency  in  the  government  of 
the  State  of  Florida  to  collect,  analyze  and  publish  infooiatlon  regard 
ing  public  finances. 
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B.  Creation  or  designation  of  an  agency  to  render 
technical  assistance  to  local  governments  in  the  preparation  and 
marketing  of  local  debt  issuances, 

C.  Supplemental  legislation  which  would  allow  the  respon^ 
sible  agency  to  enforce  the  present  law  requiring  submission  of 
annual  budgets  and  annual  financial  reports  by  municipalities, 
possibly  by  withholding  the  distribution  of  tax  revenue  collected 
by  the  State  until  the  reports  are  received, 

D.  Legislation  requiring  special  districts  to  report 
annually  their  budgets  and  financial  statements,  including  outstand 
ing  debt. 


SEVERANCE  TAXES 


The  Commission  recommends: 

A,  That  no  tax  on  the  severance  of  phosphate  rock,  currently 
subject  to  ad  valorem  taxes,  be  levied, 

B,  That  no  tax  on  the  severance  of  lime  rock,  sand,  gravel 
and  other  products,  currently  subject  to  ad  valorem  taxes,  be  levied. 

C.  That  no  change  be  made  in  the  5  per  cent  severance  tax 
now  imposed  upon  crude  oil  and  gas  by  Chapter  211,  F.  S, 

D.  That  no  severance  tax  be  imposed  on  timber, 

E.  That  no  severance  tax  be  imposed  on  periodic  crops, 
including  citrus ^  fruits,  potatoes  and  other  vegetable  crops 

F,  That  no  severance  tax  be  imposed  upon  aquatic  products, 
oNSTITUTIONAL  REVISIONS  AND  AMENDMENTS 


It  is  reconmended  that  the  proposed  Constitution,  before 
submission,  be  amended  as  hereinafter  set  forth,  and  if  the  proposed 
Constitution  is  not  adopted,  that  similar  amendments  to  the  present 
Constitution  be  submitted  so  as  to  accomplish  the  recommendations  of 
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this  Corimiissionia   No  separate  report  will  be  appended  as  the  reasons 
for  recommending  a  great  majority  of  the  provisions  are  set  forth 
in  the  Interim  Report  of  January  8,  1967,  and  the  reason  for  the 
other  recommendations  are  obvious  from  the  reading  of  the  proposed 
amendments , 

Recommendations  contained  in  Paragraphs  A  -  G,  inclusive, 
were  contained  in  the  Interim  Report  of  January  8,  1967;  Paragraph  H 
is  an  amendment  of  two  suggested  sub -paragraphs  contained  in  the 
Interim  Report,   Paragraphs  I  -  L,  inclusive,  constitute  additional 
recommendations  to  Article  VIII  of  the  proposed  Constitution  which 
were  not  included  in  the  Interim  Report, 


PROPOSED  CONSTITUTION 


It  is  recommended  that  the  following  sections  of  Article 
VIII  of  the  proposed  Constitution  (which  recommendations  were  con- 
tained in  the  Interim  Report)  be  amended  as  follows: 

A,  Sub-section  (a)  of  Section  2,  Article  VIII,  be  amended 
to  read  as  follows: 

"(a)   By  general  law  regulations  shall  be 
prescribed  which  shall  secure  a  just 
valuation,  as  defined  by  law,  of  all 
property  for  ad  valorem  taxation.   For 
the  levying  of  taxes  property  may  be 
classified  by  general  law  on  the  basis 
of  character  or  use,  and  the  assess- 
ments for  taxation  shall  be  uniform  in 
each  class«" 

B.  Sub-section  (b)  of  Section  5,  Article  VIII,  be  amended 
to  read  as  follows: 

"(b)   Any  property  used  exclusively  for 
educational,  literary,  scientific, 
religious,  charitable  or  governmental 
purposes  may  be  exempted  by  law  from 
taxation." 
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C.  Sub-section  (c)  of  Section  6,  Article  VIII,  be  with- 
drawn from  the  proposed  Constitution  in  toto, and  this  Commission 
recedes  from  its  recommendation  made  in  its  Interim  Report  dated 
January  8,  1967. 

D.  An  additional  sub-section  be  added  as  Sub-section  (c) 
of  Section  6,  Article  VIII,  as  follows: 

"(c)   The  Legislature  by  vote  of  three-fifths  (3/5) 
of  the  members  elected  to  each  house  may 
increase  the  present  homestead  exemption 
allowed  herein  not  to  exceed  a  maximum  of 
ten  thousand  dollars  ($10,000)  of  assessed 
value  to  homeowners  who  are  sixty -five  (65) 
years  of  age  or  over  upon  such  conditions 
as  the  Legislature  may  by  a  majority  vote 
prescribe  by  law,  but  no  such  additional 
exemption  shall  be  available  to  any  homeowner 
who  is  not  a  resident  and  a  homeowner  as  of 
July  1,  1968." 

E.  Section  15  of  Article  IX  of  the  present  Constitution 
be  substituted  for  Section  7,  Article  VIII,  of  the  proposed  Consti- 
tution: 

"Section  7,  Allocation  of  excise  taxes. 
The  Legislature  shall  have  the  power  to 
allocate  and  distribute  to  the  several 
counties  of  the  State,  in  equal  amounts, 
and  at  such  times  as  the  Legislature  shall 
determine,  any  portion  of  or  all  excise 
taxes  now  levied  and  collected,  or  hereafter 
levied  or  collected,  by  the  State  of  Florida 
from  the  operation  of  pari-mutuel  pools." 

F.  If  it  was  the  intention  to  retain  the  intent  of 
Section  15,  Article  IX,  of  the  present  Constitution,  and  it  is 
desired  to  change  the  language  of  such  Section  15,  we  recommend  that 
the  language  of  Section  7,  Article  VIII,  of  the  proposed  Constitution 
be  amended  to  read  as  follows: 

I 
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i   follows: 


follows 


"Section  7„   Pari-mutuel  taxes.   All  or  any 
portion  of  the  excise  taxes  levied  upon  the 
operation  of  pari-mutuel  pools  shall  by  law 
be  distributed  to  the  several  counties  in 
equal  amounts," 

Section  9  of  Article  VIII  be  amended  to  read  as 


"Section  9*  Local  taxes.  Counties  and  muni- 
cipalities shall,  and  special  districts  may, 
be  authorized  by  law  to  levy  taxes  for  their 
respective  purposes,  except  ad  valorem  taxes 
on  intangible  property,  and  taxes  preempted 
to  the  State  by  general  law  or  prohibited  by 
this  Constitution." 

Section  10,  Article  VIII,  be  amended  to  read  as 


"Section  10.   Local  ad  valorem  taxes. 

"(a)   County  and  school  district  taxes  for 
the  support  of  public  schools  shall 
be  authorized  by  law.   No  ad  valorem 
tax  for  school  purposes  in  excess  of 
ten  (10)  mills  on  the  dollar  of 
assessed  value  of  property  shall  be 
levied  except  when  additional  millages 
for  periods  not  exceeding  two  (2) 
years,  are  approved  by  a  majority  vote 
of  the  electors  of  the  county  or  school 
district  who  pay  therein  a  tax  on  real 
or  personal  property. 
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"(b)   County  taxes  for  the  support  of  the  operations 
thereof  shall  be  authorized  by  law.   On  or 
after  January  1,  1968,  no  ad  valorem  tax  for 
county  purposes  in  excess  of  ten  (10)  mills 
on  the  dollar  of  assessed  value  of  property 
shall  be  levied  except  when  additional  millages 
are  levied: 

"(1)   for  periods  not  exceeding  two  (2)  years ^ 
after  having  been  approved  by  a  majority 
vote  of  the  electors  of  the  county  who 
pay  a  tax  on  real  or  personal  property, 
or 

"(2)   for  special  benefits  to  property  and 
debt  service  on  obligations  issued 
therefor," 

(NOTE:   This  is  a  change  in  the  recommendation  made  in  the  Interim 
Report  dated  January  8,  1967.) 


It  is  recommended  that  the  following  amendments  to  Article 
VIII  of  the  proposed  Constitution  (which  were  not  included  in  the 
Interim  Report  of  January  8,  1967)  be  adopted: 

I,   Section  11,  Article  VIII,  be  amended  to  read  as  follows: 

"Section  11.   Pledging  Credit.   Neither  the  State 
nor  any  county,,  school  district,  municipality, 
special  district,  or  agency  of  any  of  them,  shall 
become  a  joint  owner  with,  or  stockholder  of,  or 
give,  lend,  or  use  its  taxing  power  or  credit 
directly  or  indirectly  to  aid  any  corporation, 
association,  partnership,  or  person;  but  this  shall 
not  prohibit  the  investment,  until  needed,  of 
public  funds  in  obligations  of,  or  insured  by,  the 
United  States  or  any  of  its  instrumentalities,  or 
the  investment  of  trust  funds  as  may  be  provided 
by  law,  provided,  however,  the  Legislature  by 
general  law  may  authorize  the  issuance  of  revenue 
bonds  for  the  construction  of  industrial  plants 
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payable  solely  from  rentals  derived  from 
such  industry,  but  no  funds  derived  directly 
or  indirectly  from  the  tax  revenue  of  the 
State  or  any  political  subdivision  thereof, 
or  of  any  municipality,  shall  ever  be  used 
therefor." 

J.   Delete  the  present  Section  12,  Article  VIII,  of  the 
proposed  Constitution  and  insert  the  following  to  take  the  place  of 
the  entire  Section  12,  Article  VIII: 

"Section  12.   State  bonds  and  State  revenue  bonds. 

"(a)   Bonds  pledging  the  full  faith  and  credit 

of  the  State  may  be  issued  only  to  finance 
or  refinance  the  cost  of  necessary  capital 
projects  for  state  purposes.   No  vote  of 
the  electors  shall  be  required,  provided 
the  bonds  are  issued  to  refund  (1)  outstand- 
ing State  bonds  or  (2)  State  revenue  bonds 
heretofore  issued.   The  issuance  of  all  other 
bonds  under  this  Sub -section  12(a)  shall  be 
approved  by  a  majority  of  the  votes  cast  in 
a  state  election  held  for  such  purpose. 

"(b)   Revenue  bonds  may  be  issued  by  the  State  or 
its  agencies  without  a  vote  of  the  electors 
only  to  finance  or  refinance  the  cost  of 
necessary  capital  projects  for  state  purposes 
except  that  revenue  bonds  issued  to  finance 
or  refinance  parts  of  the  State  highway  system 
may,  with  consent  of  a  county,  be  secured  by  a 
pledge  of  taxes  on  petroleum  or  other  motor 
vehicle  propellent  products  allocated  to  such 
county  to  the  extent  authorized  herein  or  by 
general  law;  and  except  that  revenue  bonds  may 
be  issued  pursuant  to  the  provisions  of 
Article  XII,  Section  10(c)  of  this  Constitution, 
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Article  XII,  Section  10:   Delete  Sub -section  (a)  avA 
reletter  the  other  sub-sections;  then,  what  was  previously  Sub- 
section (d)  would  become  Sub-section  (c).   The  change  wonld  conxs 
in  rewriting  what  is  presently  10  (d),  which  would  b(3  relettarod 
as  10  (c),  as  follows: 

"(c)   Article  IX,  Section  17  and  Article  XII, 
Sections  18  and  19  of  the  Constitution 
of  1885,  as  amended,  as  it  existed  iifirne- 
diately  before  this  Constitution  b«?comes 
effective  is  adopted  by  this  reference  PS 
a  part  of  this  Constitution  as  completely 
as  though  incorporated  herein  verbatim," 

K.   Section  13,  Article  VIII,  be  amended  to  read  ?s  foll'-- 

"Section  13.   Local  bonds.   Counties,  county 
school  boards,  district  school  boards,  muni- 
cipalities, and  special  districts  may  issue 
bonds  payable  from  ad  valorem  taxation  only 
when  authorized  by  law  for  capital  projects 
and  only  when  approved  by  a  majority  of  the 
votes  cast  in  an  election  participated  in  by 
a  majority  of  the  electors  of  the  county, 
school  district,  municipality  or  special  dis- 
trict who  are  owners  of  freeholds  therein  which 
are  not  wholly  exempt  from  taxation.,   No  election 
shall  be  required  for  bonds  issued  exclusively 
for  the  purpose  of  refunding  outstanding  bonds 
or  the  interest  thereon  of  such  county,  county 
school  board,  school  district,  municipality  or 
special  district," 

L.  Section  14,  Article  VIII  be  deleted  from  the  proposed 
Constitution  and  the  language  of  Section  8,  Article  IX,  of  the  nr*v-r 
Constitution  be  substituted  therefor  as  follows: 

"Section  14,   Payment  of  Legally  Assessed  Taxes 
Prerequisite  to  Relief  from  Illegally  Assessed 
Taxes .   No  person  or  corporation  shall  be  relieved 
by  any  court  from  the  payment  of  any  tax  that  may 
be  illegal,  or  illegally  or  irregularly  assessed. 
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until  he  or  it  shall  have  paid  such  portion 
of  his  or  its  taxes  as  may  be  legal,  and 
legally  and  regularly  assessed." 


PRESENT  CONSTITUTION 

It  is  recommended  that  in  the  event  the  proposed  Consti- 
tution is  not  adopted,  the  following  amendments  to  Article  IX  of  the 
present  Constitution  be  adopted: 

M,   Section  1,  Article  IX,  be  deleted  and  the  following  be 
substituted  therefor: 

"(a)   By  general  law  regulations  shall  be 
prescribed  which  shall  secure  a  just 
valuation,  as  defined  by  law,  of  all 
property  for  ad  valorem  taxation.   For 
the  levying  of  taxes  property  may  be 
classified  by  general  law  on  the  basis 
of  character  or  use,  and  the  assessments 
for  taxation  shall  be  uniform  in  each 
class, 

"(b)   The  tax  on  intangible  personal  property 
shall  never  exceed  two  (2)  mills  on  the 
dollar  of  assessed  value;  provided  that 
as  to  any  obligations  secured  by  mortgage, 
deed  of  trust,  or  other  lien  on  real 
estate  wherever  located,  an  intangible 
tax  of  not  more  than  two  (2)  mills  on 
the  dollar  may  be  levied  by  law  to  be  in 
lieu  of  all  other  intangible  assessments 
on  such  obligations. 

"(c)  Any  property  used  exclusively  for 
educational,  literary,  scientific, 
religious,  charitable  or  governmental 
purposes  may  be  exempted  by  law  from 
taxation," 
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N,   Section  5,  Article  IX,  be  amended  to  read  as  follows: 

"Section  5,   Local  Taxes.   Counties  and  muni- 
cipalities shall  be  authorized  by  law  to  levy 
taxes  for  their  respective  purposes  except  ad 
valorem  taxes  on  intangible  personal  property, 
taxes  prohibited  by  the  Constitution  and  taxes 
preempted  to  the  State  by  general  law.   All 
municipalities  shall  assess  property  in  the 
amount  and  upon  the  principles  established  for 
county  taxation.   On  and  after  January  1,  1969, 
no  ad  valorem  tax  for  county  purposes  in  excess 
of  ten  (10)  mills  on  the  dollar  of  assessed 
value  of  property  shall  be  levied  except  when 
additional  millages  are  levied: 

(1)  for  periods  not  exceeding  two  (2)  years, 
having  been  approved  by  a  majority  vote 
of  the  electors  of  the  county  who  pay  a 
tax  on  real  or  personal  property;  or 

(2)  for  special  benefits  to  property  and 
debt  service  on  obligations  issued 
therefor." 

0.   Section  6,  Article  IX,  be  deleted  and  the  following  be 
substituted  therefor: 

"Section  6.   State  Bonds  and  State  Revenue  Bonds. 

"No  bonds  or  State  revenue  bonds  shall  be  issued 
by  the  State  or  any  of  its  agencies  except: 

"(a)   Bonds  pledging  the  full  faith  and  credit 

of  the  State  may  be  issued  only  to  finance 
or  refinance  the  cost  of  necessary  capital 
projects  for  state  purposes.   No  vote  of 
the  electors  shall  be  required,  provided 
the  bonds  are  issued  to  refund  (1)  outstand- 
ing State  bonds  or  (2)  State  revenue  bonds 
heretofore  issued.   The  issuance  of  all 
other  bonds  under  this  Sub-section  6(a)  shall 
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be  approved  by  a  majority  of  the  votes 
cast  in  a  state  election  held  for  such 
purpose. 

"(b)   State  revenue  bonds  may  be  issued  by  the 
State  or  its  agencies  without  a  vote  of 
the  electors  only  to  finance  or  refinance 
the  cost  of  necessary  capital  projects  for 
state  purposes  except  that  revenue  bonds 
issued  to  finance  or  refinance  parts  of 
the  state  highway  system  may,  with  consent 
of  a  county,  be  secured  by  a  pledge  of 
taxes  on  petroleum  or  other  motor  vehicle 
propellent  products  allocated  to  such 
county  to  the  extent  authorized  herein 
or  by  general  law;  and  except  that  revenue 
bonds  may  be  issued  pursuant  to  the  provi- 
sions of  Article  IX,  Section  17,  and 
Article  XII,  Sections  18  and  19,  of  this 
Constitution." 

P.   Section  12,  Article  IX,  be  deleted  and  the  following 
be  substituted  therefor: 

"Section  12.   Local  bonds.   Counties,  county 
school  boards,  district  school  boards,  muni- 
cipalities, and  special  districts  may  issue 
bonds  payable  from  ad  valorem  taxation  only 
when  authorized  by  law  for  capital  projects  and 
only  when  approved  by  a  majority  of  the  votes  cast 
in  an  election  participated  in  by  a  majority  of 
the  qualified  electors  of  the  county,  school 
district,  municipality  or  special  district  who 
are  owners  of  freeholds  therein  which  are  not 
wholly  exempt  from  taxation.   No  election  shall 
be  required  for  bonds  issued  exclusively  for  the 
purpose  of  refunding  outstanding  bonds  or  the 
interest  thereon  of  such  county,  county  school 
board,  school  district,  municipality  or  special 
district. 
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Q.   Section  3,  Article  IX,  be  amended  by  adding  thereto 
the  following: 

"State  funds  may  be  appropriated  to  the 
several  counties,  county  and  district 
school  boards,  municipalities  or  special 
districts  upon  such  conditions  as  may  be 
provided  by  general  law." 

R.   That  Section  7,  Article  X,  be  amended  by  adding  thereto 
the  following: 

"The  terms,  legal  or  beneficial  title, 
shall  be  deemed  to  include  property  owned 
in  a  condominium  and  property  owned  or  held 
by  one  (1)  party,  or  by  the  entireties,  or 
jointly,  or  in  common,  or  indirectly  by 
stock  ownership  in  a  cooperative  corporation 
owning  a  fee  or  leasehold  initially  in 
excess  of  ninety -eight  (98)  years. 

"The  Legislature  by  vote  of  three -fifths 
(3/5)  of  the  members  elected  to  each 
house  may  increase  the  present  homestead 
exemption  allowed  herein  not  to  exceed  a 
maximum  of  ten  thousand  dollars  ($10,000) 
of  assessed  value  to  homeowners  who  are 
sixty-five  (65)  years  of  age  or  over  upon 
such  conditions  as  the  Legislature  may  by 
a  majority  vote  prescribe  by  law,  but  no 
such  additional  exemption  shall  be  available 
to  any  homeowner  who  is  not  a  resident  and 
a  homeowner  as  of  July  1,  1968." 
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CONCLUSION 


This  Commission  will  continue  to  function  until  June  30, 
1967,  under  the  existing  law.   It  is  anticipated  that  additional 
recommendations  will  be  made  from  time  to  time  as  the  studies  progres! 

The  foregoing  recommendations  contain  items  which  this 
Commission  believes  require  immediate  action  and  are  of  paramount 
importance  if  tax  stabilization  is  to  be  accomplished  ultimately. 
The  recommendations  do  not  constitute  a  "cure-all"  and  merely 
initiate  a  program  of  correction  which  should  be  progressively 
maintained. 


BY  DIRECTION  OF  THE  COMMISSION 


C.  PEARtE  >r 


B. 
Chairman 
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REPORTS 


REPORT  ON 
SALES  AND  USE  TAX 


The  Commission  in  its  study  of  the  Sales  and  Use 
Tax  has  taken  note  of  the  fact  that  this  source  of  revenue 
was  developed  in  certain  regions  of  this  country  as  an  out- 
growth of  the  depression.   This  tax,  unlike  income  taxes, 
held  up  in  times  of  economic  aaversity.   Moreover,  the  Con- 
gress had  indicated  in  1931-32  "that  a  federal  sales  tax  was 
then  unacceptable. "1 

"In  1933,  thirteen  (13)  states  enacted  a  general  tax 
on  retail  sales. "^   By  the  ena  of  the  year  1938  eleven  (11) 
more  states  had  followed  suit,  making  a  total  of  twenty-four 
(24). 

By  1944  the  "retail  sales  tax  had  become  the  most 
important  tax  source  of  state  government,  and  its  lead  has 
widened  in  the  years  since."! 

The  number  continued  to  increase  and  by  1963  thirty- 
seven  (37)  states  and  the  District  of  Columbia  imposed  the 
tax.   By  the  end  of  1966  forty-one  (41)  states  and  the  District 
were  imposing  this  levy  to  obtain  needed  revenue. 

This  tax  now  produces  51.81  per  cent  of  Florida's 
revenue  inuring  to  the  General  Fund. 

Further,  Florida  has  a  very  fine  record  of  compliance. 
Its  administrative  costs  in  collecting  the  tax  run  less  than 
$1.00  per  hundred  of  Sales  and  Use  Tax  Revenue. 

The  Commission  studied  in  detail  the  criticism  of 
inequity  raised  against  the  tax.    The  first  criticism  being 
such  a  tax  is  regressive  in  that  its  rate,  as  a  percentage  of 
income,  is  higher  for  low-income  persons  than  for  those  who 
receive  higher  income.   The  second  criticism  being  that  the 


■'■"Financing  State  and  Local  Government" 

James  A.  Maxwell,  The  Brookings  Institution,  1965 
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number  of  exemptions  and  limitations  in  the  law  narrows  the 
base. 

The  Commission  agrees  with  James  A.  Maxwell,  who 
in  his  recent  text,  "Financing  State  and  Local  Government," 
a  Brookings  Institution  series  (1965),  states: 

"Exemption  of  food,  medicine  and  clothing 
reduces  regression  simply  because  low- 
income  persons  have  relatively  high  expen- 
ditures for  these  items." 

While  Florida  does  not  now  exempt  clothing,  it  has, 
since  the  enactment  of  the  present  law,  exempted  food  and 
medicine.   The  Commission,  with  the  assistance  of  the  Director 
of  the  Revenue  Commission,  reviewed  carefully  every  exemption 
to  determine  if  the  existing  exemptions  or  limitations  were 
justified.   Also,  the  Commission  carefully  weighed  transactions 
wherein  services  were  the  predominant  or  principal  element  of 
a  transaction.   Our  conclusions  and  recommendations  are  based 
on  the  end  results  of  such  consideration,  study  and  analyses. 

At  its  workshop  meetings,  the  Commission  studied 
the  exemptions  specifically  set  out  in  Chapter  212,  F.  S.,  and 
possible  areas  not  now  taxed  or  mentioned  as  exempt  in  this 
chapter , finaing  no  inequity  in  the  following: 

Ch.  212.02(3)(c)    Labels,  manuals,  containers  for 
delivery  (one  time  use). 

No  tax  appropriate  here  since  the  item  is 
part  of  the  sale„ 

212.02(3) (c)    Raw  materials  consumed  in  processing. 

No  tax  should  be  imposed  on  material  incor- 
porated into  an  item  of  tangible  property 
for  sale.   The  end  product  is  taxable. 

212.02(9)      Occasional  or  isolated  sales  or  rentals 
(excluding  motor  vehicles)  . 
Biennium  estimate  $  20,500 

Could  not  be  enforced. 
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Ch.  212.03(4)      Eliminate  "one  year"  occupancy  limit- 
ation and  tax  all  living  accommodations, 
except  single  family  dwellings. 
Biennium  estimate  $  6,050,000 

212.06(5)      Export  direct  from  vendor. 

Not  within  the  taxing  power  of  the  State. 
212.06(5)      Radio  Broadcasting. 

Not  within  the  taxing  power  of  the  State. 
212.06(7)      Reciprocity. 

Not   considered. 

212.06(9)      Bibles,  hymn  books,  prayer  books , vestments , 
etc  . 
Biennium  estimate  $  112,700 

212.07(5)      Farm  products  from  producer  to  consumer. 

Biennium  estimate  $  2,255,000 

212.08(1)      Groceries. 

Biennium  estimate  $  111,700,000 

212.08(1)      Candy  under  25c 

Biennium  estimate  $  143,500 

212.08(2)      All  drugs,  medicine  and  disability 
appliances . 
Biennium  estimate  $  15,000,000 

212.08(4)      Industrial  machinery,  remove  maximum 
and  tax  at  3%. 
Biennium  estimate  $  15,600,000 

212.08(5)      Gasoline^ 

Biennium  estimate  $  47,900,000 

212.08(5)      Kerosene,  heating  oils  and  miscellaneous 
fuels . 
Biennium  estimate  $  4,200,000 
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Ch.  212.08(5)      Natural  and  Mfg.  gas. 

Biennium  estimate  $  2,100,000 

212.08(5)      L.  P.  gas. 

Biennium  estimate  $  3,250,000 

212.08(5)      Electricity. 

Biennium  estimate  $  38,900,000 

212.08(5)      Ice. 

Biennium  estimate  $  512,500 

212,08(5)      Water. 

Biennium  estimate  $  615,000 

212.08(6)      Commercial  fisheries',  nets,  ships, 
boats  and  motors. 
Biennium  estimate  $  6,250,000 

212.08(6)      Seed,  feed,  fertilizers,  sold 
to  farmers. 
Biennium  estimate  $  12,300,000 

212„08(7)      Sales  directly  to  governmental 
agencies. 

No  estimate  since  it  is  doubtful  this 
area  can  be  taxed. 

212.08(7)      Intrastate  telephone  and  telegraph 
charges. 
Biennium  estimate  $  14,350,000 

212.08(7)      Film  rentals. 

Biennium  estimate  $  2,100,000 

212.08(7)      Charges  to  or  by  radio  and  T.  V. 
stations. 
Biennium  estimate  $  1,050,000 

212.08(8)      Sales  to  or  by  churches. 

Biennium  estimate  $  1,025,000 

212.08(8)(c)    Sales  to  educational  institutions. 
Biennium  estimate  -  none 
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Ch.  212.08(8) (b)    Public  school  books,  grades  1  through 
12 
No  estimate 

212.08(8) (b)    School  lunches,  grades  1  through  12. 
No  estimate 

212.08(8) (a)   Charitable  institutions  (Purchases) 

Biennium  estimate  $  4,650,000 

212.08(8) (d)    Room  and  meal  charges  for  patients  and 

inmates  in  hospitals,  rest  homes,  clinics, 

retirement  homes,  etc. 

Biennium  estimate  $  5,125,000 

212.08(8) (e)   *Professional  services:  fees  charged 

by  accountants,  architects,  attorneys, 

barbers,  doctors,  engineers,  etc. 

Biennum  estimate  $  40,100,000 

*Considerable  doubt  if  such  services  can 
be  legally  taxed  under  present  laws. 

212.08(9)      Vessels  in  interstate  or  foreign  com- 
merce. 

Already  taxed  under  proration. 

212.08(10)     Vehicles  in  interstate  commerce. 

Already  taxed  under  proration. 

Advertising  space  in  newspapers  and  magazines. 

Biennium  estimate  $   9,500,000 

Yellow  pages  in  telephone  directories. 

Biennium  estimate  $  1,050,000 

Radio  and  T.  V.  station  advertising. 

Biennium  estimate  $  10,900,000 

Billboards  and  all  other  outdoor  signs. 

Biennium  estimate  $  1,575,000 
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Air  plane  sky  writing 

Biennium  estimate  $  20,000 

Taxicab,  city  bus,  etc.,  portable 
advertising. 

Biennium  estimate  $  210,000 

Advertising  calendars  and  other  novelties 
carrying  advertising. 

Biennium  estimate  $  60,500 

Rental  of  tangible  property  where  owner 
furnishes  operator. 

Biennium  estimate  $  625,000 

The  Commission  made  the  following  recommendations  as  to 
the  adjustment  or  removal  of  certain  specific  exemptions  or  limit- 
ations or  extension  of  tax:  - 

Ch.  212.08(3)      Motor  vehicles  increase  from 
2%  to  37o 
Biennium  estimate  $  29,000,000 

Ch.  212.08(3)      Farm  machinery  and  equipment  as  defined 
increase  from  IX   to  37o 
Biennium  estimate  $  1,537,500 

212,08(7)      Newspapers,  sales 

Biennium  estimate  $  2,100,000 

212„08(8)(f)    Magazine  subscriptions 

Biennium  estimate  $  425,000 

Chapter  212,  F.  S.,  should  be  extended  to  tax  personal 
services,  such  as  laundries,  dry  cleaning,  car  wash,  pest  exter- 
mination, etc. 

Biennium  estimate  $  7,750,000 

Chapter  212,  F.  S. ,  be  extended  so  as  to  tax  charges  by 
privately  operated  garages  and  parking  lots,  boat  storage  and 
docking  fees. 

Biennium  estimate  $  1,700,000 
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Chapter  2L2,  F.  S.  be  amended  so  as  to  apply  the 
admission  tax  on  philharmonic  concerts  and  similar  events  not 
now  taxed.   (Attorney  General's  ruling) 


Should  the  Legislature  determine  that  relief  be 
afforded  to  ad  valorem  taxpayers,  it  is  recommended  that  the 
following  sources  of  revenue  be  considered  for  that  purpose: 

A.  That  a  separate  act  be  enacted  into  law  imposing 
a  3  per  cent  tax  on  the  rents  from  all  improved  commercial- 
type  real  estate  used  for  rental  purposes;  that  the  revenue 
received  therefrom  should  be  remitted  to  the  Board  of  County 
Commissioners  and  the  Board  of  Public  Instruction  of  the  counties 
of  origin,  in  such  proportions  as  the  Legislature  shall  determine, 
to  be  applied  solely  to  the  reduction  of  ad  valorem  taxes,  and 
that  commercial- type  real  estate  be  defined  to  mean  only  real 
property  which  has  been  improved  by  the  erection  of  physical 
structures  thereon,  but  shall  not  be   deemed  to  include  facilities 
for  the  parking  of  motor  vehicles  nor  real  estate  devoted  to 
agricultural  purposes  as  defined  by  Chapter  193.11(3),  F.  S. 

In  order  to  insure  the  reduction  in  ad  valorem  taxes 
required  by  this  law,  the  County  Budget  Boards  or  Commissions 
in  the  respective  counties  where  such  Boards  or  Commissions  have 
been  created  by  law  and  the  State  Comptroller  in  all  other 
counties,  shall  enforce  the  provisions  relating  to  the  reduc- 
tion of  ad  valorem  taxes  in  each  county. 

B.  That  the  Sales  and  Use  Tax  be  increased  from  3 
per  cent  to  4  per  cent  and  that  one-fourth  (1/4)  thereof  shall 
be  distributed  to  the  Boards  of  County  Commissioners  and  the 
County  Boards  of  Public  Instruction  of  the  several  counties  in 
such  proportions  as  the  Legislature  shall  determine,  and  such  funds 
shall  be  applied  to  the  reduction  of  ad  valorem  taxes  levied  for 
county  purposes  and  school  purposes,  including  special  districts 

of  either.   The  amounts  to  be  returned  to  the  several  counties 
shall  be  determined  according  to  the  average  daily  attendance  for- 
mula contained  in  the  Minimum  Foundation  Law,  and  the  remaining 
three-fourths  (3/4)  from  this  source  shall  be  allocated  to  the 
General  Revenue  Fund  of  the  State.   This  law  should  be  made  ef- 
fective as  early  as  possible  to  the  end  that  ad  valorem  tax  relief 
will  be  afforded  for  part  of  the  current  year. 
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In  order  to  insure  the  reduction  in  ad  valorem  taxes 
required  by  this  law,  the  County  Budget  Boards  or  Commissions 
in  the  respective  counties  where  such  Boards  or  Commissions 
have  been  created  by  law  and  the  State  Comptroller  in  all  other 
counties  shall  enforce  the  provision  relating  to  the  reduction 
of  ad  valorem  taxes  in  each  county.* 

(^Explanation:   A  formula  based  upon  population  was 
rejected  because  a  census  is  taken  only  once  in  each  decade, 
and  change  during  such  a  period  can  be  astronomical.   The  use 
of  the  Minimum  Foundation  formula  was  not  intended  to  influence 
the  Legislature  in  its  division  of  monies  between  school  and 
other  county  purposes,  as  it  is  intended  that  this  division  be 
made  at  the  sole  discretion  of  the  Legislature.) 

The  Commission  considered  the  specific  limitation 
of  the  tax  on  motor  vehicles  as  set  forth  in  Chapter  212.08 
(3)(b),  F.  S.,  relating  to  the  long-term  leases  or  rentals  of 
such  motor  vehicles  and  recommended  the  removal  as  an  inequity. 

The  Commission  also  found  that  an  inequity  existed 
with  respect  to  the  so-called  "Sporting  Goods  Tax",  which  is 
Part  II  of  Chapter  212,  and  recommends  that  it  be  repealed  and 
that  the  financing  of  the  recreation  program  previously  supported 
by  the  revenue  from  Chapter  212,  Part  II,  be  replaced  by  (1)  a 
levy  of  a  license  tax  on  salt  water  fishing,  or  (2)  the  levy  of 
a  documentary  sur  tax  (in  addition  to  the  present  documentary 
tax)  on  transfers  of  real  estate  at  the  rate  of  55C  per  $500  of 
the  consideration  paid  (the  amount  presently  imposea  by  the  U.  S. 
on  such  transfers  and  which  is  scheduled  to  expire  January  1, 
1968)  to  be  effective  January  1,  1968,  and  only  so  long  as  such 
a  tax  is  not  levied  by  the  U.  S.  and  which  saia  tax  shall  be 
computed  on  the  amount  of  the  consideration  paid  in  excess  of 
existing  mortgages  on  the  real  estate  transferred. 

In  studying  Chapter  204,  F.  S.,  the  Commission  recom- 
mends it  be  repealed  and  the  Retail  Store  Tax  therein  levied  be 
properly  included  in  a  revised  Chapter  205  relating  to  License 
Taxes . 

All  of  the  revenue  from  the  proceeds  of  this  statute 
should  go  to  the  county,  with  the  State  surrendering  its  share 
of  the  revenue  but  controlling  through  the  revised  statute  the 
assessment  and  collection  of  such  taxes  to  assure  uniformity 
among  the  counties,  provided  that  507o  of  the  amount  of  such  tax 
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collected  by  each  county  be  used  to  reduce  ad  valorem  taxes 
in  each  such  county  under  proper  controls  to  insure  that  the 
intent  of  the  recommendation  is  complied  with. 

The  Commission  feels  strongly  that  this  law  should 
be  revised  as  recommended  by  the  Joint  Conferees,  composed  of 
representatives  of  the  County  Tax  Collectors,  the  Revenue  Com- 
mission, the  Attorney  General,  the  Comptroller,  the  Legislative 
Reference  Bureau,  and  this  Commission,  even  if  the  Legislature 
should  not  see  fit  to  permit  all  of  the  proceeds  of  such  tax 
going  to  the  counties.   Its  revision  is  sorely  needed  to  properly 
administer  this  law. 

The  Commission  recommends  that  fees  collected  by  the 
State  agencies  for  services  rendered  should  be  revised  according 
to  the  following  policy: 

Fees  now  collected  by  several  of  the  state  departments 
for  specific  services  and/or  certificates  required  by  law  for 
either  professions  or  services  rendered  to  the  public  should 
be  self-sustaining,  and  therefore  a  complete  revision  of  the 
existing  fee  structure  is  recommended  by  the  Commission  to  in- 
sure to  the  extent  possible  that  the  amount  of  the  fee  is  repre- 
sentative of  the  cost  of  such  special  service. 

Under  Chapter  561.461,  F.  S. ,  the  Commission  recommends 
that  the  provisions  containing  certain  limitations  on  the  tax 
levied  giving  to  manufacturers  of  alcoholic  beverages  in  the 
State  a  special  tax  rate  for  the  reason  they  use  citrus  by- 
products as  a  part  of  the  manufactured  item,  be  not  re-enacted 
by  the  Legislature  upon  its  expiration  July  1,  1967. 

In  checking  licenses  under  the  Motor  Vehicle  section, 
the  Commission  found  that  Chapter  320.08(2)  should  be  amended  to 
include  vehicles  with  a  net  weight  of  less  than  2,500  pounds. 
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REPORT  ON 
OCCUPATIONAL  LICENSE  TAXES 


The  Commission  noted  early  in  its  study  that 
Chapter  205,  F.  S.,  relating  to  License  Taxes  has  not 
been  revised  since  1941.   Further,  it  has  become  costly 
to  enforce  and  difficult  to  interpret  because  of  the 
many  opinions  by  the  Attorney  General  and  directives 
issued  by  the  State  Comptroller  concerning  such  Chapter. 
It  is  also  apparent  that  many  new  occupations  and  chang- 
ing economic  conditions  have  occurred  throughout  our 
State  since  1941. 

It  appears  to  the  Commission  that  the  re-writ- 
ing of  this  statute  is  long  overdue.   The  objective  to 
be  attained  by  a  new  statute  should  be: 

(1)  To  clarify  Chapter  205,  F.  S. ,  by  includ- 
ing wherever  possible  in  the  law  clarifying  language  of 
the  Attorney  General's  opinions  and  the  Comptroller's 
directives,  especially  where  inequities  exist  or  where 
inadequate  and  unrealistic  levies  are  made  for  certain 
occupations,  professions  or  business  and  commercial  operations, 

(2)  Eliminating  ambiguities  which  now  are  subject 
to  controversy.   The  corrections  will  make  the  collection 
and  enforcement  of  such  taxes  less  expensive.   Moreover, 
provision  should  be  included  for  adding  a  collection  cost 
for  delinquent  licenses  and  also  for  providing  easier  methods 
for  collecting  certain  licenses. 

Importantly,  the  Commission  took  note  of  the  fact 
that  Chapter  204,  F.  S.,  the  Retail  Store  License,  properly 
belongs  in  the  revised  license  chapter  and  should,  therefore, 
be  repealed  as  Chapter  204,  F.  S. ,  and  included  in  the  new 
statute. 
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Most  important,  it  was  the  concensus  of  the 
Commission  that  all  of  the  revenue  from  occupational 
licenses  should  inure  to  the  county  in  which  collected; 
however,  the  State,  through  the  revised  statute,  should 
still  govern  the  assessments  and  collections  of  such 
taxes.   This  is  necessary  to  insure  complete  uniformity 
among  the  counties.   This  recommendation  in  no  way  alters 
the  existing  provisions  on  the  subject  relating  to  in- 
corporated cities  and  towns. 

The  proposed  revision  makes  the  county  Tax 
Collector  responsible  for  the  collection  of  such  taxes. 

Should  this  recommendation  be  acceptable  to  the 
Legislature,  a  proposed  bill  now  in  draft  form  will  be 
furnished  to  the  Legislature.   The  State  Comptroller's 
office  has  made  an  estimate  of  the  revenue  the  State 
would  lose  annually.  The  amount  based  on  the  year  1965: 

Retail  Store  Licenses----$   717,000.00 

Occupational  Licenses 2,104,000.00 

Total    $2,821,000.00 

No  objectioiB  from  the  State  have  been  voiced  on 
this  proposal.   The  State  officials  concerned  and  the 
Commission  alike  are  of  the  opinion  that  should  counties 
receive  all  the  revenue  from  this  source  of  taxation,  they 
will  in  all  probability  be  much  more  diligent  in  pursuing 
the  collection  of  such  license  taxes,  thereby  making  it 
possible  to  use  at  least  50  per  cent  of  the  additional 
revenue  for  the  reduction  of  ad  valorem  taxes. 


-38- 


REPORT  ON 
AD  VALOREM  TAX 


Counties,  special  taxing  districts,  school  boards 
and  municipalities  have  been  and  still  are  primarily  dependent 
upon  the  ad  valorem  tax  as  their  main  source  of  revenue  to 
finance  the  services  these  local  units  of  government  furnish 
to  their  citizens.   This  source  accounts  for  more  than  80 
per  cent  of  the  total  revenue  collected  on  the  local  level. 

Prior  to  the  decision  of  the  Florida  Supreme 
Court  in  Walter  et  al  v.  Schuler  et  al  (176  So.  2d  81)  de- 
cided May  21,  1965,  there  was  little,  if  any  uniformity  of 
assessment  of  real  estate  for  tax  purposes  in  the  several 
counties  of  the  State. 

In  the  Walter  case  (supra)  the  Court  decreed  that 
all  real  estate  in  Florida  must  be  assessed  at  100  per  cent 
of  just  market  value  for  tax  purposes.  As  a  result  of  this 
decision,  all  counties  in  the  State  will,  by  the  end  of 
1967,  be  assessing  property  at  its  full  cash  value. 

To  add  strength  to  this  mandate,  the  Florida 
Supreme  Court,  in  the  case  of  Burns  et  al  v.  Butscher  et  al 
(187  So.  2d  594)  decided  June  8,  1966,  declared  that  the 
Comptroller  should  take  appropriate  action  to  enforce  the 
100  per  cent  assessment  of  real  property  in  all  counties. 

That  the  Walter  decision  mentioned  above  has 
caused  wide  concern  among  the  citizens  of  our  State  was  evi- 
dence by  the  great  numbers  of  people  who  appeared  before  the 
Commission  stating  that  relief  must  be  given  to  the  already 
heavy  burden  carried  by  real  estate,  and  that  unless  such 
relief  was  forthcoming,  and  soon,  the  real  estate  tax  for  the 
support  of  local  governmental  units  would  reach  the  point  of 
diminishing  returns. 
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The  Commission  has  spent  many  hours  discussing  and 
considering  the  many  suggestions  made  for  relieving  this  bur- 
den on  real  estate,  as  well  as  up-dating  the  methods  and  pro- 
cedures pertaining  to  the  assessment  and  equalization  there- 
of, and  makes  the  following  recommendations: 

1.  That  homestead  exemption  be  extended  in  the 
Constitution  to  take  care  of  the  problems  arising  out  of 
condominiums  and  cooperatives  in  the  manner  prescribed  by 
Section  6  (a)  of  the  proposed  Constitution, 

2.  As  stated  in  the  Interim  Report  of  January  8, 
1967,  the  Commission  said, 

"The  attention  of  the  Commission  has  been 
directed  to  the  fact  that  many  retired 
people  with  limited  fixed  incomes  have 
been  induced  to  purchase  homes  in  Florida 
based  upon  representations  that  Florida 
grants  tax  exemptions  on  homesteads  up 
to  the  value  of  $5,000  and  that  assess- 
ments of  real  estate  were  low.   Since  re- 
assessment, property  is  assessed  at  100 
per  cent  of  its  full  cash  value,  and  Florida 
has  one  of  the  highest  rates,  if  not  the 
highest  rate  of  assessments,  in  the  nation. 
This  has  resulted  in  an  injustice  and  in- 
equity, and  the  amendment  hereinafter  pro- 
posed will  relieve  the  impact  on  this  class 
of  people.   If  relief  is  not  given,  it  is 
believed  that  many  of  these  people  will  be 
forced  to  apply  for  welfare  relief  and  be- 
come in  part  public  charges." 

However,  a  general  increase  in  this  exemption,  with- 
out limitations,  would  constitute  a  "windfall"  to  persons  not 
requiring  relief. 
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The  Report  further  stated: 

"In  order  to  eliminate  a  continued  influx 
of  persons  in  reliance  on  such  represen- 
tations, the  relief  is  intended  only  for 
those  persons  who  are  homeowners  as  of 
January  1,  1968,  and  thereafter  persons 
will  acquire  property  with  full  knowledge 
of  Florida's  tax  policy." 

The  Interim  Report  (pages  7  and  8)  included  a 
recommendation  that  there  should  be  added  to  Section  6, 
Article  VIII,  of  the  proposed  Constitution,  a  new  Sub- 
section (c),  which  will  relieve  the  above  inequity.  The 
Commission  recommends  the  inclusion  of  the  addition  of 
said  Sub-section  (c)  to  Section  6,  Article  VIII,  of  the 
proposed  Constitution. 

3.   That  laws  be  enacted: 

A.  Requiring  that  a  list  be  published  annually 
in  each  county  of  the  State  by  the  Tax  Assessor,  describ- 
ing the  property  and  giving  the  name  of  every  property 
owner  whose  property  is  totally  exempt  from  ad  valorem 
taxes,  other  than: 

(a)  those  exempt  by  reason  of 
physical  misfortune,  widows 
and  veterans, 

(b)  homestead  owners,  and 

(c)  property  owned  by  the  U.  S., 
State,  county,  municipality 
or  any  other  governmental 
agency  or  instrumentality. 

B.  Requiring  that  a  list  of  errors  and 
omissions,  found  and  changed  after  the  Assessment  Roll  has 
been  certified  by  the  Board  of  County  Commissioners,  be  filed 
in  the  Office  of  the  Clerk  of  the  Circuit  Court  as  a  public 
record,  and  a  duplicate  copy  thereof  be  filed  with  the 
Comptroller  of  the  State  of  Florida. 
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C.  Requiring  the  Assessment  Roll  in  each 
county  be  filed  with  the  County  Commissioners  not  later  than 
July  1st  of  each  year,  with  a  provision  that  for  good  cause 
shown,  the  County  Commissioners  in  each  respective  county 
may  grant  one  (1)  extension  to  the  Tax  Assessor  for  a  period 
not  to  exceed  fifteen  (15)  days,  and  with  a  further  proviso 
that  in  years  of  general  reassessment  the  County  Commissioners 
of  the  respective  counties  may  grant  such  further  extensions 
as  may  be  required  for  the  filing  of  the  Assessment  Roll. 

D.  Providing  that  a  Tax  Assessor  who  fails  to 
file  the  Assessment  Roll  as  required  shall  forfeit  5  per  cent 
of  his  or  her  compensation,  for  each  month  or  fraction  there- 
of that  the  filing  is  late,  unless  the  delay  has  been  ex- 
cused and  approved  by  the  Comptroller  of  the  State  of  Florida. 

E.  Allowing  property  owners  one  (1)  month  from 
the  date  of  filing  of  the  Assessment  Roll  with  the  County 
Commissioners,  or  until  August  1st,  whichever  date  is  later, 
in  which  to  file  protests  of  the  assessment  made  with  respect 
to  the  parties'  property,  and  that  the  County  Commissioners 
shall,  on  receipt  of  the  Assessment  Roll,  publish  a  notice 

in  a  newspaper  of  general  circulation  in  the  county  once  each 
week  for  three  (3)  consecutive  weeks,  notifying  the  taxpayers 
of  their  right  to  file  such  protests. 

F.  Providing  that  from  the  date  of  publish- 
ing the  first  notice,  the  Board  of  Equalization  shall  commence 
hearing  protests  and  remain  in  session  until  all  protests 
have  been  heard  and  determined.   A  taxpayer  desiring  to  orally 
present  testimony  before  the  Board  with  reference  to  his 
assessment  shall  so  indicate  on  his  protest.   All  taxpayers 
desiring  to  be  heard  shall  be  allowed  such  time  for  presen- 
tation as  shall,  in  the  discretion  of  the  Board  of  Equali- 
zation, be  necessary;  and 

G.  Providing  that  no  action  be  brought  to 
contest  the  validity  of  an  assessment  later  than  three  months 
after  final  acceptance  and  approval  of  the  Assessment  Roll 

by  the  respective  Boards  of  County  Commissioners. 
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4.  The  1941  Brookings  Institute  study  recommended 
the  consolidations  of  the  tax  assessing  and  collecting  activi- 
ties of  the  counties,  districts  and  municipalities.   Since 
that  day  five  (5)  counties,  Hillsborough,  Pinellas,  Broward, 
Volusia  and  Monroe  have  consolidated  these  activities  which 
materially  improved  the  efficiency,  eliminated  confusion  and 
reduced  costs.   The  decision  of  the  Supreme  Court  of  Florida 
in  the  Walter  case  (supra)  requiring  that  all  property  be 
assessed  at  full  cash  value  makes  it  imperative  that  such 
consolidation  be  made  effective  as  rapidly  as  possible. 

It  is  the  judgment  of  this  Commission  that  there 
cannot  be  two  (2)  different  and  distinct  full  cash  values  on 
the  same  piece  of  property. 

It  is,  therefore,  recommended  that  necessary  laws 
be  enacted  to  make  consolidation  of  assessment  and  collection 
activities  compulsory  and  that  any  conflicting  general  or 
special  laws  be  repealed. 

5.  That  a  law  be  enacted  to  provide  that  in  event 
the  Assessment  Roll  has  not  been  finally  approved  by  November 
1st  of  any  year,  the  Tax  Assessor  be  authorized  to  establish 
an  escrow  account  to  receive  estimated  taxes  by  taxpayers  de- 
siring to  pay  their  taxes  prior  to  December  31  of  any  year; 
and  when  the  amount  of  tax  becomes  definitely  fixed,  the 
monies  in  the  escrow  account  shall  be  applied  to  the  payment 
of  the  taxes  of  the  taxpayer,  and  the  balance  remaining,  if 
any,  to  be  refunded  to  the  taxpayer  within  thirty  (30)  days 
after  the  amount  of  taxes  is  determined. 

It  has  come  to  the  attention  of  the  Commission 
through  the  news  media  and  other  sources  that  there  is  dis- 
satisfaction and  there  are  inequities  occurring  under  the 
so-called  Agriculture  Assessment  Law,  193.11  (3),  F.  S., 
frequently  confused  with  the  "Green  Belt"  Law,  193.201,  F.  S., 
which  is  a  zoning  law  relating  to  agriculture.   The  Commission 
also  understands  that  various  proposed  changes  in  this  law 
will  be  presented  to  the  next  Legislature  for  consideration. 
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In  this  connection,  the  Commission  recommends  the  enactment 
of  a  law  which  it  feels  would  help  alleviate  and  will  elimi- 
nate the  most  common  of  the  abuses  presently  occurring  under 
this  law,  as  follows: 

6.  Providing  that  no  lands  be  classified  as  agri- 
cultural lands  under  Chapter  193.11  (3),  F.  S.,  unless  a  re- 
turn is  made  as  required  by  law,  which  states  that  the  lands 
are  then  and  on  January  1st  of  that  year  were  used  exclusively 
for  agricultural  purposes,  and  further  providing  that  the 

Tax  Assessor,  before  so  classifying  said  lands  as  agricultu- 
ral, may  require  the  taxpayer  by  demand  in  writing  to  furnish 
such  information  as  may  be  reasonably  required  in  order  to 
establish  that  the  lands  are  actually  used  for  such  purpose; 
and 

7.  That  in  the  event  property  assessed  as  agricul- 
tural land  is  sold  for  or  diverted  to  a  purpose  other  than 
agricultural,  the  Tax  Assessor  may  back-assess  said  property 
in  the  same  manner  and  for  the  same  period  as  is  provided  in 
Chapter  193.23,  F.  S.,  (relating  to  lands  which  have  escaped 
taxation)  as  well  as  assessing  the  property  for  its  different 
use  for  the  current  year,  but  a  credit  will  be  allowed  by  the 
Tax  Collector  to  the  taxpayer  for  the  taxes  paid  with  respect 
to  such  property  during  the  preceding  three  (3)  years. 

8.  In  event  land  that  is  classified  as  agricultural 
land  is  sold  and  the  purchaser  continues  to  use  the  land  for 
this  purpose,  and  establishes  such  fact  to  the  satisfaction  of 
the  Tax  Assessor,  there  will  be  no  reassessment  for  the  previous 
years  unless  and  until  the  land  is  again  sold  or  diverted  to 
other  than  agricultural  use. 

CONCLUSION 

The  Commission  or  any  successor  thereof,  or  the 
Legislative  Council,  or  the  appropriate  standing  committees 
of  the  Legislature  should  more  fully  consider  the  following 
matters  which  the  Commission  is  currently  considering: 
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(1)  Desirability  of  placing  an  over-all 
constitutional  limit  on  ad  valorem  taxes  for  all  govern- 
mental purposes  in  an  effort  to  prevent  unreasonable  tax 
levies  on  real  estate,  and  that  a  study,  in  depth,  be  made 
with  respect  to  ad  valorem  taxes: 

(2)  Assessment  methods  which  will  make  the 
tax  climate  of  this  State  more  attractive  to  industry  and 
yet  insure  the  payment  of  a  fair  share  of  taxes  by  such 
industries. 
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REPORT  ON 
INTANGIBLE  TAX 


Public  hearings  and  subsequent  study  by  the 
Commission  disclosed  an  apparent  inequity  in  levying  of 
such  tax  on  "Qualified  Employee  Benefit  Plans". 

Of  the  eight  (8)  states  now  imposing  a  tax  on 
intangible  personal  property  (three  (3)  in  the  South: 
Georgia,  North  Carolina  and  Florida),  only  Florida  taxes 
such  qualified  plans. 

The  representative  of  the  Comptroller's  office 
confirms  that  "Qualified  Employee  Benefit  Plans,"  being 
quasi-charitable  in  nature,  are  exempt  from  Federal  In- 
come Taxes. 

From  samplings  taken  in  the  two  major  counties 
where  large  financial  institutions  are  located,  viz., 
Dade  and  Duval,  and  projections  made  to  apply  to  the  re- 
mainder of  the  state,  the  Comptroller's  office  estimates 
a  loss  of  one  hundred  thousand  ($100,000.00  dollars) 
annually,  should  such  plans  be  exempted  by  law  from  the 
existing  tax  under  the  Intangible  Personal  Property  Tax 
Law. 
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REPORT  ON 
EDUCATION  FINANCING 


Spokesmen  from  educational  departments,  boards, 
professional  educators,  including  representatives  of  the 
Florida  Education  Association,  parents  speaking  through 
the  Continuing  Educational  Council  of  Florida,  and  many 
others  faced  our  committee  and  made  presentations,  answered 
inquiries,  filed  statements,  briefs,  and  data  including 
the  1966-67  budgets  for  public  schools  and  junior  colleges, 
expressing  their  views  on  financing  public  education. 

From  many  sources  the  view  as  urged  upon  the 
Commission's  sub-committee,  and  also  upon  the  entire 
Commission,  was  to  the  effect  that  property  taxation  in 
Florida  had  reached  its  acceptable  limit  and  additional 
sources  of  revenue  must  be  provided  if  increases  sought 
by  the  State  Department  of  Education,  the  Junior  College 
Board  of  Regents  are  transformed  into  appropriations  by 
the  1967  Legislature. 

The  information,  statements  and  other  data  sub- 
mitted has  been  carefully  considered  by  this  sub-committee. 
The  sub-committee  in  its  findings  has  concluded: 

1.  (a)   The  financial  problems  of  public 

education  are  complex. 

(b)   The  adoption  of  the  Minimum  Foun- 
dation Program  (MFP)  made  education 
a  major  responsibility  of  the 
State. 

2.  In  the  first  year  of  MFP  (1947-48)  state  funds 
for  schools  (not  including  institutions  of  higher  learning) 
were  $39,329,875.00.   This  was  double  the  amount  of  state 
funds  for  the  previous  year. 
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3.  In  1947-48  local  funds  provided  $31,514,406.00 
or  41.897<,  of  required  revenue.   Racing  funds  provided  most 
of  the  remainder. 

4.  The  percentage  totals  of  local  and  state  funds 
changed  very  little  until  the  large  increase  in  state  appropri- 
ations for  education  in  1957. 

5.  After  1957  local  taxes  for  schools  began  to 
rise  more  rapidly,  and  in  1966  they  exceeded  State  funds 
for  the  first  time  in  twenty  (20)  years. 

6. (a)  The  principal  sources  of  revenue  for  public 
education  are  derived  from  four (4)  sources:  (a)  Federal 
Funds,  (b)  State  Funds,  (c)  Racing  Funds  and  (d)  Local  Funds. 

6.(b)  Federal  funds  have  risen  sharply  in  the 
last  two  years,  (see  Exhibit  "A"  attached),  but  this  source 
which  has  been  diligently  sought  on  a  massive  basis  has  not 
proven  dependable  in  budgeting  for  rising  school  needs. 

NOTE:   Data  are  official  final  figures  for  1964- 
65  and  1965-66  with  estimated  data  for 
1966-67,  1967-68  and  1968-69,  are  in- 
cluded as  Exhibit  "A". 

(Please  note  the  several  exclusions  and 
source  of  this  Exhibit.) 

7.   Estimates  of  school  revenue  from  present 
sources  prepared  by  the  Legislative  Reference  Bureau  are 
conservative  because  of  existing  litigation  in  several 
counties  affecting  property  taxes  and  also  a  probable  cut- 
back of  Federal  funds. 

8. (a)  Local  property  taxes  have  increased  nearly 
fifty  per  cent  in  the  last  two  (2)  years  (see  Exhibit  "A"). 
Complaints  on  existing  ad  valorem  levels  have  been  received 
from  several  counties. 

8.(b)   Since  1964  local  tax  funds,  as  a  result  of 
reassessment,  have  risen  in  round  numbers  from  200  to  300 
million  dollars  per  year. 
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9.  Proposals  have  also  been  advanced  to  limit  or 
roll  back  property  taxes. 

10.  Since  schools  receive  a  large  share  of  the 
property  tax  revenues,  millages  may  face  some  difficulties 
in  several  sensitive  counties  in  the  1967  school  elections. 

11.  State  funds  for  public  schools  and  junior 
colleges  have  risen  steadily  through  the  years  and  so  has 
the  population  of  the  State  and  especially  school  enroll- 
ment. 

12.  Study  of  the  sales  tax  revenue  discloses  a 
close  parallel  between  the  requirements  of  State  funds  for 
the  MFP  and  the  total  receipts  from  this  tax  source. 

13.  When  MFP  allotments  have  been  increased  and 
sales  tax  exemptions  removed,  the  revenue  has  increased 
percentagewise  at  nearly  the  same  growth  rate. 

14.  On  past  experience  we  can  therefore  antici- 
pate that  growth  in  the  sales  tax  will  provide  the  revenues 

to  finance  normal  growth  in  the  costs  of  the  MFP  UNDER  CURRENT 
LAW. 

15.  Any  additional  programs  or  higher  allotments 
will  require  additional  taxes. 

16.  Measured  by  the  commonly  employed  statisti- 
cal devices,  Florida  is  making  about  an  average  effort  in 
supporting  public  education. 

17.  The  1965  per  capita  personal  income  in 
Florida  is  reported  by  the  "SURVEY  OF  CURRENT  BUSINESS- 

U.  S.  DEPARTMENT  OF  COMMERCE"  for  1965  as  $2,420  or  88.2  per 
cent  of  the  national  average  of  $2,746. 

18.  In  population  the  U.  S.  Census  Report  as 
of  July  1,  1965  ranks  Florida  ninth  in  population,  New 
Jersey  eighth  and  Massachusetts  tenth. 

19.  The  personal  income  shown  by  the  same  report 
(Exhibit  "B")  shows  Florida's  personal  income  per  capita  to 
be  $2,420,  New  Jersey's  $3,242  and  Massachusetts  at  $3,023. 
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20.   Florida,  having  obtained  population  faster 
than  other  large  states  east  of  the  Mississippi,  has  accord- 
ingly received  a  heavier  impact  upon  its  revenue  resources 
for  all  needs,  including  education.   It  appears  that  Florida 
with  its  smaller  per  capita  income  is  faced  with  the  prob- 
lem of  meeting  its  urgent  needs  for  quality  education  through 
a  greater  tax  effort. 
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REPORT  ON 
SWEEPSTAKES 


Consideration  of  sweepstakes  followed  a  visit  to 
the  State  of  New  Hampshire  by  the  Sub-Committee  chairman 
and  the  Commission  chairman.   Following  a  report  by  the 
Sub-Committee  chairman  at  the  December  16,  1966  meeting 
in  Orlando  on  the  operation  of  the  New  Hampshire  Sweep- 
stakes, it  was  decided  that  the  question  should  be 
placed  on  the  agenda  for  the  current  meeting. 

Our  investigations  have  revealed  many  interesting 
facts  that  must  be  analyzed  in  coming  to  any  conclusion 
about  a  Florida  sweepstakes.   Some  are  negative  and  some 
affirmative.   Both  are  set  forth  in  this  report  for  your 
consideration. 

Our  findings  are: 

1.  Claims  made  by  proponents  of  a  sweep- 
stakes about  the  volume  of  revenue  to  the  State 
of  New  Hampshire  have  not  been  realized.   During 
two  years  of  operation,  sweepstakes  revenue  in 
that  state  fell  from  the  $5,730,000.00  of  1964 
to  $3,900,000.00  in  1965. 

2.  Approximately  half  of  the  revenue  from 
sweepstakes  ticket  sales  during  the  same  years 
found  its  way  into  the  public  school  system  for 
which  all  net  proceeds  from  the  program  are  ear- 
marked.  The  other  50  per  cent  of  the  revenue  was 
required  for  costs  of  administration  and  prizes. 

3.  New  Hampshire  must  rely  heavily  on  sales 
of  tickets  to  non-residents  for  success  of  its 
sweepstakes.   In  self-defense,  nearby  states  are 
considering  sweepstakes  of  their  own.   A  state 
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lottery  has  been  approved  in  New  York  and  is 
looked  upon  as  a  serious  threat  to  the  New 
Hampshire  operation  because  of  the  large 
volume  of  New  Hampshire  tickets  sold  in  New 
York.   Transportation  of  lottery  tickets  or 
any  paraphernalia  used  in  lotteries  across 
state  lines  is  a  violation  of  Federal  law. 
The  attitude  of  Federal  authorities  charged  with 
enforcing  those  laws  is  unknown. 

4.  A  study  conducted  by  the  University  of 
New  Hampshire  indicates  that  the  revenue  pro- 
duced from  the  Sweepstakes  comes  mostly  from 
"the  broad  middle  class--those  who  earn 
$7,000.00  per  year  and  up--a  responsible  fami- 
ly man."   By  contrast,  the  Christian  Science 
Monitor  has  reported  on  a  survey,  "four  out 

of  five  of  those  who  could  least  afford  to 
gamble"  bought  New  Hampshire  sweepstakes  tickets. 

5.  It  is  estimated  that  if  Florida  should 
attempt  to  net  $30,000,000.00  per  year  on  sweep- 
stakes ticket  sales,  $60,000,000.00  worth  of 
tickets  must  be  sold.   Net  revenue  of  $30,000,000. 
for  schools  or  any  other  governmental  expendi- 
ture has  been  suggested  as  justifying  a  change 

in  the  constitution  to  permit  a  state  lottery. 
This  means  that  at  the  rate  of  $3.00  per  ticket, 
(New  Hampshire's  rate)  20,000,000  tickets  must 
be  sold  each  year--or  66,666  tickets  would  have 
to  be  sold  on  each  working  day  of  the  year.   If 
the  price  were  lowered  to  $1.00  then  200,000 
tickets  would  have  to  be  sold  each  day. 

6.  The  sub-committee  has  heard  testimony 
that  a  lottery  of  this  type  would  result  in  loss 
of  business  in  Florida.   It  is  estimated  that 

a  dollar  changing  hands  in  a  legitimate  business 
operation  is  exchanged  seven  times  before  going 
into  bank  accounts,  savings,  etc.   Funds  paid 
into  a  lottery  are  non-productive  the  sub-committee 
was  told,  and  will  remain  idle  until  disbursed  as 
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winnings  or  until  turned  over  to  the  state  as 
unencumbered  revenue.   "Thus  every  $3  ticket  re- 
presents a  loss  of  $21  in  business  transactions 
and  possibly  a  loss  of  63  cents  in  State  sales 
taxes.   This  63  cents  is  a  substantial  part  of 
the  $1.50  net  which  the  State  could  hope  to  ob- 
tain from  a  $3  lottery  ticket,"  the  sub-committee 
was  told. 

7.  Opponents  of  state  operated  lotteries 
pointed  out  that  a  legalized  lottery  in  Florida 
would  have  a  psychological  effect  on  our  resi- 
dents, encouraging  a  "something  for  nothing" 
philosophy,  and  that  the  first  state  operated 
lottery  in  the  United  States  was  the  Louisiana 
Lottery  which  resulted  in  widespread  corruption 
of  public  officials,  manipulation  of  prizes, 
ticket  sales  and  selection  of  winners  by  under- 
world elements. 

8.  By  visiting  the  sites  of  sweepstakes 
ticket  sales  and  in  conferences  with  executives 

in  charge  of  directing  the  New  Hampshire  operations, 
it  was  obvious  that  tho  system  utilized  there  is 
rigidly  policed  and  is  as  free  as  possible  from 
tampering  or  embezzlement. 

9.  Ticket  sales  are  limited  to  retail  out- 
lets already  under  strict  state  supervision,  toll 
facilities  and  race  tracks.   It  has  been  suggested 
that  ticket  outlets  for  a  Florida  sweepstakes  would 
be  at  auto  tag  agencies,  race  tracks  and  Jai  Alai 
frontons. 

10.  Proponents  of  a  Florida  Sweepstakes 
suggested  to  the  sub-committee  that  proceeds  from 
such  a  venture  be  ear-marked  for  schools  and  claimed 
that  this  would  result  in  the  lowering  of  ad  valorem 
taxes.   Their  proposal  calls  for  disbursement  of 
the  net  proceeds  to  each  county  on  a  flat  grant  per 
resident  pupil  to  be  used  only  for  educational  pur- 
poses. 
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11.  Money  raised  by  the  sweepstakes  program 
has  increased  the  amount  of  state  assistance  to 
New  Hampshire  school  districts  by  more  than  50 

per  cent  during  the  first  18  months  of  the  program. 
"How  else  could  $5,000,000.00  be  raised  for 
schools  in  this  period  of  time  without  spending 
one  dime  of  taxpayers  money,"  the  chairman  of  the 
New  Hampshire  Sweepstakes  Commission  asked. 

12.  Proponents  of  a  Florida  Sweepstake  have 
proposed  that  placement  of  the  question  on  the 
General  Election  ballot  every  two  years  be  incorp- 
orated as  a  section  of  a  proposed  Constitutional 
Amendment  authorizing  the  lottery  so  that  con- 
tinuous public  approval  of  the  program  may  be  de- 
termined. 

It  is  the  observation  of  the  Sub-Cornmittee  chairman 
that  this  Commission  consider  a  Florida  lottery  or  sweep- 
stakes as  a  source  of  revenue  for  education  as  a  last  resort 
only .   While  there  undoubtedly  are  valid  arguments  pro  and 
con  on  this  subject,  there  are  psychological  and  moral  con- 
siderations involved  and  until  the  New  Hampshire  experiment 
has  survived  an  aging  and  maturing  process  and  has  been  in 
effect  long  enough  that  it  is  determined  that  the  state 
operated  lottery  can  be  made  more  productive,  I  am  not  con- 
vinced that  this  method  of  raising  revenue  is  in  the  best 
interests  of  the  people  of  Florida. 
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REPORT  ON 
MUNICIPAL  AND  COUNTY  FUNDED  DEBT 


Detailed  information  regarding  local  government 
finances,  including  debt,  is  virtually  impossible  to  ob- 
tain without  a  systematic  local-level  evaluation  of  fi- 
nancial reports  from  each  unit  of  government.   Such  re- 
ports, when  issued,  are  not  submitted  to  any  single  agency 
of  the  State  Government.   As  a  result,  there  is  no  re- 
pository of  information  within  State  Governments  regard- 
ing local  government  finances. 

Existing  laws  require  annual  reporting  of  fi- 
nances by  county  and  municipal  governments.   Florida's 
counties  generally  comply  with  these  laws,  although  the 
information  which  is  provided  does  not  lend  itself  to 
meaningful  evaluation.   Municipalities  in  Florida  have 
not  generally  complied  with  the  laws  which  require  annual 
reporting  of  finances.   There  is  no  law  requiring  the 
reporting  of  finances  by  the  various  special  districts. 

Although  it  is  impossible  to  determine  the  ex- 
act amount  of  local  government  debt  in  Florida,  it  is 
estimated  that  in  1965,  this  debt  was  as  follows: 


County  $369,500,000 

School  372,000,000 

Special  District  160,260,000 

Municipal  1,175,240,000 

Total  $2,077,000,000 
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More  significant  than  the  gross  amount  of  local 
government  debt  is  the  manner  in  which  this  debt  has  grown 
in  recent  years.   The  rapid  rise  in  the  amount  of  local  debt 
can  be  seen  from  the  following  statistics: 

1950  1965  7oIncrease 

County  $108,000,000  $369,500,000  241% 

School  54,000,000  372,000,000  588% 

Special  District  57,000,000  160,260,000  180% 

Municipal  320,000,000  1,175,240,000  266% 

Total  $539,000,000  $2,077,000,000      285% 

The  total  scope  of  public  debt  in  Florida  in  1965 
can  be  realized  by  combining  the  above  information  on  local 
debt  with  additional  data  regarding  State  debt  and  the  esti- 
mated actuarial  deficits  of  the  State  retirement  systems.   In- 
formation on  the  actuarial  deficits  of  municipal  retirement 
systems  is  not  presently  available. 

Local  Debt  $2,077,000,000 

State  Debt  737,300,000 

Actuarial  Deficits  750,000,000 

Total  Public  Debt  3,564,300,000 

In  light  of  the  preceding  information  on  local 
finances,  the  subcommittee  on  municipal  and  county  funded 
debt  of  the  Tax  Reform  Committee  recommends  to  the  Commission 
that  it  consider  legislative  recommendations  in  the  follow- 
ing areas: 

(1)  Creation  or  designation  of  a  single  agency  in 
the  government  of  the  State  of  Florida  to 
collect,  analyze,  and  publish  information  re- 
garding public  finances. 

(2)  Creation  of  an  agency,  preferably  the  same 
agency  referred  to  in  Recommendation  (1)  above, 
to  render  technical  assistance  to  local  govern- 
ments in  the  preparation  and  marketing  of 
local  debt  issuances. 
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(3)  Supplemental  legislation  which  would  allow  the 
responsible  agency  to  enforce  the  present  law 
requiring  submission  of  annual  financial  re- 
ports by  municipalities,  possibly  by  withholding 
the  distribution  of  cigarette  tax  revenues  un- 
til the  reports  are  received. 

(4)  Legislation  requiring  special  districts  to  re- 
port annually  their  finances,  including  out- 
standing debt. 
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REPORT  ON 
SEVERANCE  TAXES 


The  law  creating  this  Commission  specifically  di- 
rected in  the  language  set  forth  below  that  the  subject  of 
severance  taxes  be  given  study: 

"Section  8.   This  study  shall  include  a  con- 
sideration of  severance  taxes." 

(See  Chapter  65.303,  Senate  Bill  1015,  Laws 
of  Florida) 

The  subcommittee  on  severance  taxes  has  functioned 
solely  as  an  agency  to  receive,  index,  collate  and  summarize 
the  presentations  relating  to  severance  taxes  for  the  use  of 
the  full  committee.   No  specific  hearings  were  held  by  the 
subcommittee  nor  were  recommendations  prepared  by  the  sub- 
committee and  all  matters  were  submitted  to  and  determined 
by  a  vote  of  the  full  committee. 

Severance  taxes  as  they  relate  to  the  several 
affected  properties  and  products  have  been  considered  as 
follows: 

1.  Phosphate  rock. 

2.  Sand,  clay,  gravel,  limestone,  etc.  and  other 
solids  subject  to  sales  taxes. 

3.  Crude  oil  and  gas. 

4.  Periodic  crops,  including  timber,  citrus,  fruits, 
potatoes  and  other  vegetable  crops. 

5.  Aquatic  products,  such  as  fish  and  shell  fish. 

The  first  three  products  were  considered  separately 
from  the  fourth  and  fifth,  for  the  reason  that  once  the  pro- 
ducts of  the  first  three  are  severed  and  utilized,  they  cannot 
be  reproduced;  whereas,  the  efforts  of  man  by  farming  the  land 
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and  the  sea,  can  regenerate  and  produce  as  periodic  crops 
the  items  specified  as  the  fourth  and  fifth  classes. 

At  the  request  of  the  commission  a  most  informa- 
tive pamphlet  dated  July  21,  1966,  was  prepared  by  the  Leg- 
islative Reference  Bureau.   Attached  to  this  pamphlet  is  a 
report  from  the  Bureau  of  Mines  Yearbook,  1964,  entitled 
"The  Mineral  Industry  of  Florida",  by  Lawrence  E.  Shirley 
and  Robert  0.  Vernon.   Both  of  these  documents,  as  well  as 
a  document  entitled  "A  Study  of  Florida's  Miscellaneous 
Taxes,  Licenses  and  Fees",  prepared  under  supervision  of 
Dr.  Reinhold  P.  Woolff  have  been  read  and  considered  in  pre- 
paring this  report. 

Four  oral  presentations  were  made  by  proponents 
of  severance  taxes  of  one  kind  or  another,  by  Senator  Haver- 
field,  Ex-Senator  Gautier  of  Miami,  and  Mr.  Lyton  J.  Tyler 
on  behalf  of  the  Miami-Dade  Chamber  of  Commerce.   A  written 
presentation  was  made  on  behalf  of  the  League  of  Women  Voters. 
A  number  of  oral  and  written  presentations  were  made  in 
opposition  to  the  imposition  of  a  severance  tax  on  behalf 
of  the  following  organizations: 

Florida  Phosphate  Council; 

Florida  Lime  Rock  Institute,  Inc.; 

Lehigh  Portland  Cement  Company; 

South  Florida  Concrete  and  Products  Association; 

Florida  Concrete  Products  Association; 

E.  I.  DuPont  DeNemours  L   Company,  Inc.; 

Florida  Forestry  Association;  and 

Association  of  Executives  of  Paper  Mills 

All  of  the  reports  that  dealt  with  minerals  were 
forwarded  to  Dr.  Robert  0.  Vernon,  State  Geologist,  for 
comment  and  the  presentations  with  respect  to  timber  were 
forwarded  to  the  Honorable  Hux  Coulter,  State  Forester,  for 
comment . 

In  addition  to  the  above  reports  and  recommendations 
of  the  Florida  Citizens  Tax  Council  created  by  the  legislature 
of  1955  to  report  to  the  legislature  of  1957,  and  the  report 
and  recommendation  of  the  joint  legislative  interim  committee 
on  finance  and  taxation,  1959-1961,  have  been  considered  by 
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the  committee  in  preparing  this  report  and  its  recommendation. 

Dr.  Woolff  in  referring  to  the  first  three  classes 
of  products  said,  "No  combination  of  natural  forces  and 
activities  of  man  can  replenish  the  supplies  of  these  re- 
sources, especially  those  found  in  the  ground."  1 

In  late  years  there  has  been  a  tendency  on  the  part 
of  some  states,  in  their  search  for  new  revenue,  to  turn  to 
severance  taxes  as  a  simple  and  easy  method  of  extracting 
needed  funds  and  to  attempt  to  justify  the  tax  because  the 
landowner  extracts  something  from  his  land  which  cannot  be 
replaced. 

As  against  this  argument  the  landowner  points  to 
the  fact  that  in  a  nation  of  free  enterprise  he  should  not 
be  penalized  for  using  his  property  for  purposes  for  which 
it  was  acquired;  that  he  owns  the  solids  and  minerals  of 
which  the  land  consists,  and  the  state  or  county  are  not  the 
owners  thereof,  and  as  such  owner  of  the  land  and  the  minerals 
thereon  he  pays  an  ad  valorem  tax  based  upon  1007o  of  the 
value  which  is  assessed  giving  consideration  to  the  content 
of  valuable  minerals;  that  the  disadvantages  by  reason  of 
excavated  areas  and  borrow  pits  is  a  matter  for  the  exer- 
cise of  police  power  as  distinguished  from  the  exercise  of 
taxing  powers;  that  the  state  in  constructing  roads  is  as 
guilty  an  offender  in  this  field  as  private  enterprise;  that 
the  impact  of  a  severance  tax  will: 

(a)  Place  a  number  of  products  from  natural  re- 
sources on  a  non-competitive  basis  with  such 
materials  that  are  produced  in  other  states; 

(b)  That  it  will  result  in  loss  of  market  for 
the  products  owned  and  produced  within  this 
state; 

(c)  Result  in  reduction  in  employment  thereby 
affecting  the  local  and  state  taxes  which  will 
be  collected  from  active  employment  of  persons 
in  the  industry: 


1  ..V,,. 


Miscellaneous  Licenses,  Taxes  and  Fees",  Dr.  Woolff. 
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(d)  Reduce  purchases  of  taxable  items  and  services; 
and, 

(e)  By  reason  of  the  loss  of  revenues  from  these 
sources,  the  tax  will  be  inconsequential  when 
compared  to  the  damage  done  to  the  industry, 
employment  and  local  markets. 

All  of  the  above  contentions  have  been  considered 
and  applied  to  each  of  the  first  three  classifications  of 
products. 

In  view  of  the  specific  direction  of  the  legis- 
lature to  give  consideration  to  severance  taxes,  it  is  be- 
lieved that  it  would  be  inappropriate  for  this  Commission 
to  make  a  recommendation  without  stating  a  summary  of  the 
testimony  presented  to  it  at  its  public  hearings  along  with 
the  comments  made  by  the  State  Geologist,  State  Forester  and 
Director  of  Conservation. 

PHOSPHATE  ROCK 

Senator  Haverfield  stated  that  the  State  of  Florida 
has  one  of  the  highest  grades  of  phosphate  in  the  world  and 
that  a  57o  tax  on  phosphates  would  produce  some  $10,000,000.00. 
The  Senator  referred  to  the  work  of  Dr.  Woolff  heretofore 
mentioned.   It  is  assumed  that  the  Senator's  calculations 
were  based  upon  certain  facts  stated  in  pages  15,  16  and  17 
of  this  paper.   It  should  be  pointed  out  that  this  document 
was  prepared  in  the  year  of  1960  and  there  have  been  many 
changes  in  this  field. 

Two  of  the  proponents  of  the  severance  taxes,  former 
Senator  Gautier  of  Dade  County,  and  the  League  of  Women  Voters, 
made  no  effort  to  give  the  committee  any  information  as  to  the 
revenue  that  would  be  produced,  the  rate  of  taxation  that 
should  be  imposed,  nor  the  sources  of  information.   Senator 
Haverfield  stated  that  a  57o  severance  tax  on  phosphate  should 
produce  some  $10,000,000.00;  that  a  2%  tax  had  been  suggested 
but  that  he  believed  57,  to  67o  would  be  more  reasonable;  that 
limerock  and  titanium  should  be  included,  but  that  he  had 
never  suggested  a  50c  a  ton  tax  on  limerock.   He  further 
stated  that  he  had  compiled  information  not  only  from  Wash- 
ington but  from  state  level,  however,  this  information  was  not 
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furnished  to  the  commission. 

Mr.  Tyler  on  behalf  of  the  Dade  County  Chamber  of 
Commerce  advocated  the  return  to  the  counties  of  the  cigarette 
tax  collected  in  unincorporated  areas;  he  stated  that  this 
would  amount  to  approximately  $18,000,000.00  to  be  replaced  by 
severance  tax  on  minerals  and  timber  at  a  TL   rate  which  would 
amount  to  $16,000,000.00  on  1964  production. 

These  figures  vary  widely  from  those  appearing  in 
the  memorandum  of  Florida  Legislative  Reference  Bureau  which 
indicated  that  the  maximum  amount  that  a  TL   tax  on  minerals 
and  timber  would  produce  would  be  only  $4,700,000.00^,  and 
that  if  sand,  gravel,  limestone  and  cement (which  are  now  sub- 
ject to  sales  tax)  were  exempted  the  income  would  be  approx- 
imately $1,000,000.00  less,  or  $3,700,000.00"^. 

A  severance  tax  on  phosphate  has  figured  prominently 
in  political  campaigns  recently.   Generally  advocates  of  this 
tax  are  not  residents  of  counties  where  phosphate  is  produced. 

Phosphate  production  commenced  prior  to  the  turn 
of  the  century  and  for  many  years  was  the  industrial  mainstay 
of  counties  in  which  deposits  were  found. 

Economic  statistics  with  respect  to  the  phosphate 
industry  have  been  presented  by  the  Phosphate  Council  (p. 7-9) 
as  follows: 

1.  $150,000,000.00  contribution  to  general  economy 
of  the  state. 

2.  9,500  employees. 

3.  $57,500,000.00  annual  payroll,  and  $1,250,000.00 
power  purchases. 

4.  $2,500,000.00  annual  payments  for  trucking, etc . 

5.  $68,000,000.00  annual  railroad  freight  bills, 
representing  20%  of  the  tonnage  hauled  by  Atlantic  Coast  Line 
and  Seaboard. 


2 
"Severance  Taxes",  Legislative  Reference  Bureau,  p.ii 

•3 

"Severance  Taxes",  Legislative  Reference  Bureau, p.ii 
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6.  $25,000,000.00  of  industrial  maintenance. 

7.  848  local  business  firms  furnish  supplies  and 


services. 


8.  $3,807,526.00  paid  in  ad  valorem  taxes. 

9.  $2,568,996.00  paid  in  sales  taxes. 

10.  $2,850,000.00  estimate  of  taxes  paid  by  em- 
ployees of  the  industry. 

11.  Estimated  cumulative  total  of  $9,225,000.00 
total  state  and  county  taxes  paid  by  the  industry  and  its 
employees . 


" 


Solid  minerals  and  sand  in  the  year  of  1964  had  a 
value  of  approximately  $221,500,000.00^  of  which  phosphate 
had  an  estimated  value  of  $130,000,000.00  by  Legislative 
Reference  Bureau;  and  $120,000,000.00  by  the  State  Geologist; 
and  $116,000,000.  by  the  Phosphate  Council.   The  levy  of  a 
57o  severance  tax  on  solid  minerals,  assuming  that  sales  could 
be  maintained  at  1964  levels,  and  the  markets  held  against 
competition,  would  produce  approximately  $10,000,000.00 
annually,  however,  sand  gravel,  limestone  and  cement  are 
now  subject  to  a  37o  sales  tax  and  if  these  are  exempted  from 
the  yield  it  would  be  reduced  to  approximately  $7,500,000,005 
and  if  the  sales  tax  is  repealed  insofar  as  it  relates  to 
those  products  and  the  severance  tax  is  applied  in  lieu  there- 
of, the  yield  would  be   approximately  $8,000,000.00^. 


Taxes' 


The  following  statement  appears  in  "State  Severance 
by  the  Legislative  Reference  Bureau,  as  follows: 


"One  of  the  proposals  passed  by  the  1957  House 
placed  a  severance  tax  on  the  following  items  at  the  specific 
rates  shown  below,  which  were  similar  to  a  57o  tax  on  value. 


^"Severance  Taxes",  Legislative  Reference  Bureau,?. i. 
"Severance  Taxes",  Legislative  Reference  Bureau, P. ii 
"Severance  Taxes",  Legislative  Reference  Bureau, p. ii 
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Proposed  Rates  Per  Short  Ton 

Clays: 

Fullers  Earth  $1.00 

Kaolin  1.25 

Miscellaneous  Clays  .05 

Limestone: 

Crushed  .10 

Dimension  .15 

Gravel  .10 

Zirconium  Concentrate  2.25 

Oyster  Shell  .10 

Garnet  1.50 

Ilmenite  .75 

Lime  .60 

Peat  .25 

Rutile  6.00 

Sand  .05 

Phosphate  Rock.(long  ton)                     .30  " 

Proposed  laws  have  been  introduced  in  the  legis- 
latures of  1957  and  1965,  levying  a  tax  of  50c  per  ton  on 
phosphate  and  solid  minerals,  but  none  of  these  proposed 
laws  were  enacted  into  law.   Other  measures  have  been  intro- 
duced in  the  legislature  from  time  to  time  proposing  rates  of 
from  27o  of  value  to  67o  of  the  value,  which  is  the  highest 
rate  suggested.    The  following  statement  is  made  in  Legis- 
lative Reference  Bureau  Publication  as  follows:' 

"In  fact,  in  only  four  or  five  states  can  it  be 
said  that  severance  taxation  is  an  impost  which  produces  major 
revenues.   Naturally,  these  states  are  rich  in  certain  natural 
resources."  An  examination  with  respect  to  these  states  indi- 
cates that  tremendous  oil  and  gas  production  brought  an  over- 
whelming majority  of  this  revenue. 


"Severance  Taxes",  Legislative  Reference  Bureau, p. 4 
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Laws  imposing  severance  taxes  or  similar  taxes  have 
been  enacted  in  the  states  set  forth  below  with  respect  to 
the  products  indicated:" 

Number  of  States  Products 


21  Crude  Petroleum 

20  Gas 

6*  Coal 

13  Metallic  and  non- 

metallic  ores  or 
other  minerals 
7  Timber 

1  Fish 

*(States  with  unimportant  deposits) 

The  above  statistics  are  somewhat  misleading  as 
some  of  the  laws  are  in  effect  for  regulation  and  not  for  the 
purpose  of  producing  revenue. 

Twenty-three  sta  tes  have  phosphate  deposits  and  in 
1964  Florida  produced  757o  of  the  output  of  phosphate  rock  in 
the  United  States.^   In  1950,  Florida  produced  357,  of  the 
world's  supply,  and  this  has  now  declined  to  287o,  or  a  loss 
of  l/5th  or  207o  of  the  world's  market.    Florida  has  117o  of 
the  world's  known  deposits,  but  North  Carolina  and  the  Western 
States  now  have  a  greater  total  of  reserves.   North  Carolina 
is  projecting  production  equal  to  l/3rd  of  Florida '  s-*-^  pro- 
jection, or  a  tonnage  equal  to  Florida's  entire  export  busi- 
ness .  ^ 


8 
"Severance  Taxes,"  Legislative  Reference  Bureau, p. 12  (Table  4) 

9 
Phosphate  Council, p. 4 


10 
11 
12 


Phosphate  Council,  p. 3 
Phosphate  Council,  p. 5 
Phosphate  Council,  p. 6 
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In  the  official  publication  "Mineral  Facts  and 
Problems,  1965  Edition",  Bureau  of  Mines,  U.  S.  Department  of 
the  Interior,  the  following  opinion  is  expressed: 

"The  production  of  phosphate  products  will  increase 
more  rapidly  in  the  western  states  since  they  have 
about  607o  of  the  nation's  known  phosphate  rock  re- 
serves and  a  large  potential  market " 

Production  from  tremendous  foreign  reserves  is 
threatening  Florida's  export  market,  particularly  the  pro- 
duction from  Morocco,  Russia  and  Spain. 

The  industry  contends  that  North  Carolina  ore  is  of 

higher  grade  than  that  of  Florida,  but  the  Florida  State 

Geologist   does  not  concur  and  states  that  it  is  in  fact  much 
lower. 

North  Carolina  has  freight  advantages  to  26  of  the 
48  continental  states,  and  Florida  industry  estimates  it  will 
lose  507o  of  the  total  domestic  market  it  now  enjoys.    The 
Phosphate  Council  has  also  furnished  tables  showing  the  com- 
petitive position  of  Florida  industry  with  the  North  Carolina 
and  African  producers  and  showing  the  losses  to  local  indus- 
try.  (See  Tables  I, II  and  III). 

The  above  tables  were  furnished  to  the  State  Geolo- 
gist, and  he  made  no  comment  with  respect  thereto,  we  con- 
clude that  he  had  no  quarrel  with  the  estimates  made. 

The  Phosphate  Council  contends  that  the  estimates 
of  severance  tax  returns,  by  reason  of  domestic  and  foreign 
competition,  together  with  the  added  impact  of  a  severance 
tax,  will  be  much  less  than  the  estimates  made  by  the  candi- 
dates in  the  recent  elections  and  the  proponents  of  the  tax 
who  made  presentations  to  the  commission. 

Real  estate  containing  mineral  deposits  is  subject 
to  county  ad  valorem  taxes  and  these  taxes  make  a  major  con- 
tribution to  the  counties  concerned.   With  the  recent  reassess- 
ment of  lands,  the  costs  of  production  have  been  substantially 
increased  by  these  increased  taxes  and  such  increases  must  be 


13 

Phosphate  Council,  p.  13. 
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absorbed  by  the  producers.   It  is  contended  that  the  impo- 
sition of  severance  taxes  on  the  value  of  the  produce  imposes 
double  taxation,  as  the  ad  valorem  taxes  on  the  value  of  the 
land  containing  the  minerals  have  been  paid  by  the  landowners 
for  many  years . 

The  Phosphate  Council  contends-'-'^  that  a  50c  per  ton 
severance  tax  will  have  the  following  effect: 

1.  Loss  of: 

(a)  2,000,000  tons  of  export  sales; 

(b)  1,700,000  tons  of  domestic  sales; 

(c)  a  total  of  3,700,000  tons,  or  22% 
of  its  present  production. 

2.  Cut  back  production  resulting  in: 

(a)  lay-off  of  1500  workers; 

(b)  loss  of  $9,000,000.00  annual  payroll; 

(c)  employee  reduction  by  transportation 
firms,  utilities,  suppliers,  etc.,  to 
the  extent  of  7,500  persons  and  total 
payroll  losses  directly  and  indirectly 
of  $45,000,000.00. 

3.  Loss  of  revenue  to  railroads,  truck  lines, 
power  companies,  shipping,  etc. 

4.  Reduction  of  receipts  from  a  severance  tax 
on  phosphate  to  a  total  of  $1,750,000.00 

by  reason  of  competition  and  the  other  factors 
specified  above,  including  loss  of  taxes 
paid  by  employees. 

A  57o  tax  on  the  value  of  the  product  will  reduce  the 
tax  approximately  50c  to  30c  per  long  ton  and  theoretically 
this  would  reduce  the  severance  tax  revenue  below  $1,750,000.00, 
however,  this  is  not  necessarily  true  because  the  impact  of 
a  30c  per  tone  tax  may  be  considerably  less  than  the  imposition 
of  a  50c  per  ton  tax,  so  that  the  curtailment  of  production 
would  not  be  as  drastic  as  was  indicated  by  the  above  contention, 

14  Phosphate  Council,  p.  14 
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The  Commission  has  carefully  compared  the  proposed 
advantages  and  disadvantages  of  a  severance  tax  on  phosphates 
and  based  upon  the  testimony  before  it  and  its  investigation, 
makes  the  following  findings  and  recommendations: 

FINDINGS 

1.  That  the  levy  of  a  severance  tax,  in  addition  to 
county  ad  valorem  taxes  which  are  now  based  upon  100  %   of  the 
market  value  of  the  property,  will  be  excessive  and  unreason- 
able taxation  upon  that  industry. 

2.  That  a  tax  on  the  severance  of  phosphates  may 
not  produce  more  than  $3,000,000.00  annually. 

3.  That  the  damaging  effect  of  such  a  tax  on  the 
competitive  position  of  the  industry  could  result  in  a  net 
tax  loss  to  the  state  instead  of  a  $3,000,000.00  income. 

4.  That  the  imposition  of  a  tax  that  may  result  in 
any  reduction  of  employment  or  production  of  the  natural  re- 
sources of  this  state,  is  contrary  to  the  best  interest  of  the 
state  and  the  counties  where  the  industry  operates. 

5.  That  the  imposition  of  a  severance  tax  will 
jeopardize  the  economic  stability  of  this  industry. 

RECOMMENDATION 


That  no  tax  be  imposed  on  the  severance  of  phosphate 
rock. 
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SAND,  CLAY,  GRAVEL,  LIMESTONE,  ETC.  AND 
OTHER  SOLIDS  SUBJECT  TO  SALES  TAX 

These  products  are  presently  subject  to  a  37o  sales  tax. 
The  products  are  extracted  from  land  which  has  been  subject  to 
ad  valorem  taxes. 

The  imposition  of  a  severance  tax  will  impose  a  third 
tax  on  these  products. 

Presentations  were  made  on  behalf  of  Florida  Limerock 
Institute,  Inc.  (hereinafter  called  "Institute"  or  "Florida  Insti- 
tute"), South  Florida  Concrete  and  Products  Association  (herein- 
after called  "South  Florida  Association"),  and  Florida  Concrete 
and  Products  Association  (Hereinafter  called  "Florida  Concrete 
Association") . 

A  57o  severance  tax  should  yield  approximately  $2,500,000. 
In  1964,  mineral  production  in  Florida    and  the  tax  per  ton  at  a 
57o  rate  would  have  been  as  follows: 


"Severance  Taxes",  Legislative  Reference  Bureau. 

"Mineral  Industry  of  Florida" , Bureau  of  Mines  Year  Book,  p.l. 

1  8 

The  average  price  per  ton  was  computed  by  dividing  the  quantity 

into  value  and  the  tax  per  ton  by  multiplying  the  average  price 

by  57o. 

19 

The  annual  yield  of  a  57o  tax  was  computed  by  multiplying  "value' 

by  a  5?o  tax.   See  also,  Lehigh  Portland  Cement  Corporation,  p.  2 

showing  average  selling  price  of  $1.14  per  ton. 


16 


Products 

Quantity 

Value 

Average 
Sale  Price 
Per  Ton 

12.00  ^^ 

57o  Tax 
Per 
Ton 

.60  ^« 

57o  Yield 

Clays 

627,000 

8,405,000 

376,200 

19 

Peat 

19,813 

1,020,000 

51.00  ^^ 

.25  18 

4,953 

19 

Sand  & 
Gravel 
Stone 

7,420,000 
33,157,000 

6,427,000 
38,362,000 

1.15  ^^ 

.043  ^« 
.057  1« 

319,060 
1,889,949 

19 
19 
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These  values  are  substantially  supported  by  the 
industry  concerned. 

Lime  rock  used  in  road  construction  falls  into  two 
broad  categories-  the  North  Florida  lime  rock  or  "Ocala  Form- 
ation: and  the  South  Florida  lime  rock  or  "Miami  Formation". 
Both  products  for  all  practical  purposes  are  substantially  the 
same.   There  were  two  association  presentations,  one  dealing 
mainly  with  the  "Ocala  Formation"  and  the  other  dealing  main- 
ly with  the  "Miami  Formation",  and  there  were  several  other 
presentations  by  producers  and  users.   There  was  some  over- 
lapping in  connection  with  these  presentations,  however,  the 
material  from  these  presentations  has  been  extracted  and 
summarized  in  sufficiently  identifiable  form  to  permit  a  com- 
prehensive picture  of  the  industry. 

LIMERQCK 

The  limerock  industry  submitted  two  papers. 

There  are  80  limerock  quarries  in  the  state  lo- 
cated from  Tallahassee  to  Live  Oak,  through  Ocala  to  Brooks- 
ville.   It  is  mined  in  the  area  near  Ft.  Myers,  and  from  Palm 
Beach  through  Dade  County  and  into  the  Keys.     Limerock  is 
unique  road  base  material  common  only  to  Florida,  Alabama 
and  Georgia.  ^-'- 

Production  from  July,  1964,  through  June,  1965, 
amounted  to  approximately  11,000,000  tons,  of  which  8,400,000 
tons  was  used  by  the  state,  so  a  net  return  from  a  severance 
tax  could  be  based  on  2,600,000  tons  annually,  for  if  the  tax 
is  imposed  without  exemption  to  the  state,  it  will  be  passed 
on  to  the  state  payble  with  tax  monies,  and  if  there  is  an  ex- 
emption to  the  state  it  will  not  be  collected.   By  applying  a 
57o  tax,  or  $0,057  per  ton,  the  yield  would  be  a  total  of 
$148,200.00. 
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The  figure  may  be  too  high  as  the  Institute  stated 
that  the  average  price  per  ton  is  85c,  whereas  the  average 
price  in  the  preceeding  table  is  $1.15.   The  difference  in 
figures  probably  results  from  the  fact  that  South  Florida 
lime  rock  apparently  commands  a  higher  average  price  than 
the  11,000.000  tons  referred  to  in  the  presentation  of  the 
Institute. ^2 

The  Institute  makes  the  following  statement: 
"With  a  going  price  so  small,  our  Industry  must  con- 
centrate on  high  volume,  rapid  handling  production  methods  to 
obtain  any  profits  whatsoever.   A  price  variance  of  just  a 
few  cents  per  ton  can  eliminate  production  output  from  a 
number  of  sources  because  of  the  great  expense  involved  in 
these  areas  with  overburden,  ground  water,  and  clay  and  flint 
intrusions.   If  a  severance  tax,  no  matter  how  small  is  added 
to  a  producer's  costs  in  the  Lime  Rock  Industry  in  Florida 
as  it  is  constituted  today,  an  intolerable  condition  could 
readily  develop  so  that  an  industry  producing  from  10  to  15 
million  tons  per  year  could  regress  to  one  limiting  its  pro- 
duction to  forms  of  Lime  Rock  consumption  other  than  road  base 
material.   A  fifty  cents  per  ton  severance  tax,  of  course, 
would  be  approaching  the  point  of  ridiculousness.  A  five  per 
cent  severance  tax  would  completely  throttle  production,  and 
a  one  per  cent  per  ton  severance  tax  would  hurt  the  industry 
without  yielding  sufficient  revenue  to  even  police  the 
collection  of  such  a  tax."  (p.  4) 

The  State  Geologist  says:  "Land  reclamation  con- 
siderations should  be  included  in  any  tax  of  extractive  in- 
dustry." ^^   In  considering  a  tax  on  phosphate  we  have  de- 
termined that  this  is  a  matter  for  the  exercise  of  police  power 
rather  than  a  matter  of  revenue  and  the  same  principle  is  appli- 
cable here. 

The  Institute  makes  the  following  statement (p . 5) : 
"At  the  present  time,  the  users  of  our  Lime  Rock  pay 
a  37o  sales  tax  on  all  lime  rock  used  on  federal,  city, 
county,  or  state  public  works  projects.   This  sales 
tax  is  also  paid  on  all  private  works  projects.  The 
only  Lime  Rock  sales  not  subject  to  a  37o  sales  tax 
are  those  covering  direct  purchases  by  public 
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works  agencies  for  their  own  immediate  use  not 
under  the  contract  system  of  public  works." 
The  South  Florida  Concrete  &.   Products  Association 
(hereinafter  called  South  Florida  Association)  employs  1,000 
persons  in  the  South  Florida  area  with  an  annual  payroll  of 
$7,000,000.;  the  average  selling  price  of  concrete  and  sand 
in  Dade  County  is  $1.02  per  ton;  a  50c  per  ton  tax  would 
represent  an  increase  cost  to  consumer  of  49%;  507o  of  the 
market  is  for  road  building;  such  a  tax  would  increase  the 
cost  of  a  two  lane  asphalt  road  at  the  rate  of  approximately 
$25,000.00  per  mile.   The  tax  would  also  upset  the  delicate 
balance  between  structural  steel,  a  product  from  without  the 
state,  and  structural  concrete  produced  from  native  products. 

The  peculiar  method  of  assessment  for  ad  valorem 
taxes  is  stated  in  South  Florida  Association  report,  page  4, 
as  follows: 

"The  Aggregate  Industry  in  South  Florida  is  already 
paying  a  form  of  Severance  Tax  through  a  special 
system  of  real  estate  evaluations  on  rock  land.  The 
virgin  rock  land  is  assessed  at  a  value  which  is  based 
on  actual  appraisal.   However,  once  an  excavation 
permit  is  obtained  the  same  land  is  assessed  at  double 
the  appraised  value,  and  increased  taxes  are  collected 
in  direct  proportion.   Finally  for  the  acreage  actually 
dug  during  a  given  year,  the  assessment  changes  to 
20c  per  square  foot,  or  $8,712.00  per  acre.   This  is 
typically  four  times  the  appraisal  on  the  original 
land." 

Lehigh  Portland  Cement  Company,  hereafter  called 
"Lehigh",  stated  that  Florida  consumes  15  million  barrels  of 
cement  a  year;  that  507o  of  the  concrete  consumed  in  Florida 
is  produced  in  Florida;  207o  is  from  foreign  sources,  and  307o 
from  other  states;  the  1964  value  of  crushed  limestone  pro- 
duced in  Florida  was  $35,943,517.00  (Dr.  Vernon,  State  Geolo- 
gist, states  that  this  does  not  include  cement  limestone  of 
a  value  of  an  additional  $5,000,000.00);  that  in  1964,  467o 
of  cement  went  to  ready-mix  concrete  companies;  257o  to  con- 
crete products  manufacturers,  97o  to  highway  contractors, 
147o  to  building  dealers  and  67o  to  other  uses;^^  that  2600  are 
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employed  in  the  state  industry;  that  the  average  price  of 
crushed  limestone  is  $1.14;  (Dr.  Vernon  indicates  that  approx- 
imately 4,000,000  tons  sold  at  93c  per  ton  as  result  of  a 
captive  market  and  if  this  amount  is  disregarded,  the  average 
price  would  be  $1.24  per  ton)  that, 

"A  tax  levied  on  the  extraction  of  a  natural  re- 
source such  as  limestone  will  logically  have  to 
be  based  on  one  of  two  things.   Either  the  tax 
will  be  determined  by  reference  to  the  weight  of 
the  product  or  to  its  value.   A  tax  arbitrarily 
imposed  by  reference  only  to  the  weight  of  various 
resources  is  regressive  and  inherently  discrimi- 
natory since  it  does  not  take  into  consideration 
the  question  of  value  of  the  different  resources." 


And  that. 


"A  severance  tax,  whether  based  on  value  or  on 
quantity,  presumably  is  levied  on  the  physical 
act  of  separating  the  material,  in  our  case  lime- 
stone, from  its  natural  environment.   It  is 
common  practice  in  the  stone  industry  to  quarry 
more  than  is  immediately  needed,  and  large  stock- 
piles of  readily  available  stone  are  a  common 
sight.   This  is  done  for  reasons  of  economy  and 
in  the  interest  of  having  ready  for  use  certain 
quantity  of  material  for  surges  in  production. 
While  most  operators  can  approximate  with  some 
accuracy  the  amount  of  material  on  hand,  it  is  not 
usual  for  exact  quantities  to  be  established  by 
weighing  each  vehicle  or  barge  load  as  it  is  set 
aside.  Faced  with  a  tax  which  is  to  be  computed 
by  reference  to  the  amount  quarried,  or  in  the 
alternative,  its  value,  how  does  one  go  about 
establishing  the  required  information?   To  have  to 
weigh  each  and  every  ton  would  impose  an  additional 
burden  on  the  producer  and  not  just  a  bookkeeping 
one,  although  this  will  also  be  necessary.   This 
will  contribute  nothing  to  efficiency  and,  indeed, 
will  result  in  higher  costs  over  and  above  the 
tax.   Reliance  on  estimates  may  be  an  answer,  but 
human  nature  being  what  it  is,  estimates  are  not 
very  satisfactory.   The  administration  of  the  tax 
will  tend  to  become  confused  and  litigation  and 
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controversy  seem  to  increase  in  proportion  to  the 
amount  of  grey  area  surrounding  any  given  piece  of 
tax  legislation." 

Lehigh  recently  closed  a  large  plant  in  Flagler 
County,  the  largest  industry  of  the  county,  because  of  com- 
petition from  the  Bahama  Islands  ^^,  and  the  economy  of  the 
county  has  been  seriously  affected  by  loss  of  $90,000.00  of 
ad  valorem  tax  revenue  annually. 

No  other  producers  made  presentations,  but  Florida 
Concrete  and  Products  Association, Inc ., hereinafter  called 
"Florida  Concrete  Association",  stated  (pgs.2,3):   That  its 
members  were  users  not  miners  of  minerals;  and  gave  the 
following  statistics  relating  to  their  industry  in  Florida: 

1.  300  plants,  one  or  more  of  which  are  located 
in  every  county  in  Florida. 

2.  Gross  sales  vary  in  plants  from  $100,00000 
annually  to  in  excess  of  $15,000,000.00, 

3.  Employees  vary  from  25  to  50  people. 

4.  Plants  are  locally  owned. 

5.  987o  of  bulk  cement  is  processed  from  lime- 
rock;  and  concrete  is  made  from  crushed  lime- 
rock,  cement  and  sand. 

6.  Florida  concrete  industry  used,  in  1965  2.2 
million  tons  of  cement;  6.3  million  tons  of 
sand  and  9.5  million  tons  of  graded  rock. 

7.  The  average  price  of  sand  was  80c  per  ton;  of 
graded  lime  rock  $2.15  per  ton;  and  $19.50  per 
ton  of  cement. 

8.  1965  net  profit  of  the  industry  was  approxi- 
mately $5,000,000.00  and  a  50c  per  ton  tax  on 
18,000,000  tons  of  raw  materials  would  result  ii 
a  $9,000,000.00  tax. 

9.  The  average  net  profit  for  300  plants  was   less 
than  $17,000(Tallahassee  hearing,  p. 53) 

"There  is  a  very  close  price  margin  between  con- 
crete and  concrete  products  and  its  non-concrete  com- 
petitors.  If  a  drastic  price  increase  should  have  to 
be  instituted  to  pay  for  the  increased  cost  of  raw 
materials  which  a  severance  tax  would  impose,  then  a 
sales  decline  will  be  inevitable  as  price  margins  be- 
come more  favorable  to  non-concrete  competing  building 
materials.   This  would  result  in  less  employment,  less 
payroll,  less  plant  investment,  less  taxes  paid,  and 
less  economic  value  to  Florida. 
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Therefore,  Florida  would  NOT  realize  9  million 
dollars  as  its  return  on  the  severance  tax  from  the  con- 
crete industries  because  it  would  be  losing  a  portion  of  the 
one-third  of  a  billion  dollar  investment  and  expenditure  in 
Florida  which  is  generated  by  the  concrete  industries  and 
which  would  decline  because  of  lost  sales." 

FINDINGS 

1.  The  products  mined  have  a  low  value. 

2.  The  market  is  limited  geographically  be- 
cause transportation  and  handling  could 
easily  obliterate  profits. 

3.  The  yield  from  the  tax  would  be  small  and 
administratively  costly. 

4.  An  unjustified  administrative  burden  would 
be  imposed  on  producers. 

5.  The  tax  yields  from  this  source  have  been 
grossly  exaggerated. 

6.  The  imposition  of  a  severance  tax  on  top  of 
high  ad  valorem  taxes  and  a  37o  sales  tax 
would  be  inequitable. 

RECOMMENDATIONS 

That  no  tax  be  imposed  on  the  severance  of  sand, 
clay,  gravel,  limestone,  etc.  and  other  solids  subject  to 
sales  tax. 
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TITANIUM  DIOXIDE,  RUTILE  AND  OTHER 
RARE  MINERALS 


These  products  are  considered  under  Class  2, 
but  are  of  a  different  character  from  the  other  Class  2 
items . 

E.  I.  DuPont  DeNemours  &.   Co.,  Inc.  presented  a 
document  relating  to  titanium  dioxide,  rutile  and  other 
rare  minerals.   No  rutile  is  produced  in  Florida.   These 
minerals  are  produced  in  part  on  land  owned  by  the  State 
of  Florida  (Camp  Blanding)  and  leased  to  the  company. 

The  aunual  economic  statistics  with  respect  to 
these  minerals  and  the  production  thereof,  are  as  follows: 

1.  2  plants  in  Florida. 

2.  307  employees. 

3.  $1,993,000.00  in  salaries  and  wages. 

4.  $1,850,000.00  purchase  of  goods  and  services. 

5.  $2,200,000.00  in  railroad,  freight. 

6.  $217,000.00  royalties  to  the  state  in  1965 
and  have  averaged  $208,500,00  annually  since 
1960. 

7.  169,000  net  tons  of  titanium  dioxide  was  pro- 
duced from  226,422  gross  tons  of  mined  material 
and  each  gross  ton  has  a  value  of  $25.52. 

8.  World  capacity  approximately  1,500,000  tons. 

9.  U.  S.  has  capacity  to  supply  720,000  tons. 

10.  Western  Europe  has  capacity  to  supply  approxi- 
mately 550,000  tons. 

11.  World  consumption  to  approximately  1,200,000 
tons. 

12.  Sales  price  of  foreign  products  is  10%  less 
than  U.  S. 

13.  Imports  of  Titanium  Dioxide  increased  in  1965 
by  22%  over  1964  imports. 

14.  Current  domestic  price  on  the  finished  pro- 
duct (not  the  total  mined  material)  is  22^c  per 
pound,  or  $450.00  a  short  ton. 

15.  The  closing  of  the  Bunnell  Cement  Plant  de- 
stroyed the  only  market  for  staurolite. 

16.  Titanium  dioxide  and  zircon  are  the  only  minerals 
being  produced  having  a  market  value.   No  rutile 
is  produced  in  Florida. 


78- 


17.  Zircon  is  produced  as  follows:   62,463  net 
tons  of  a  value  of  $2,386,145.  80. 

18.  A  57o  tax  on  zircon  v/ill  yield  approximately 
$119,307.29  or  50c  a  ton  would  yield  approxi- 
mately $113,200. 

19.  The  total  yield  of  a  5%  severance  tax  on  these 
two  products  would  be  about ($288,800.  plus 
$119,000.)  $408,000.  in  addition  to  an  average 
royalty  of  $200,000.  annually  which  is  re- 
ceived by  the  state  and  any  sales  tax  as 
collected. 

20.  The  land  from  which  the  materials  are  extracted 
are  being  reclaimed  and  planted  in  love  grass 
and  pine  trees. 

FINDINGS 

The  collections  from  a  severance  tax  will  not  justi- 
fy its  imposition. 

RECOMMENDATIONS 

That  no  severance  tax  be  imposed  on  above  products. 
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CRUDE  OIL  AND  GAS 


Chapter  211.02,  Florida  Statutes,  levies  a  57o  tax 
upon  the  severance  of  oil  or  gas  and  aportions  the  revenue 
therefrom,  807o  to  the  state  for  the  use  of  the  general  reve- 
nue fund  and  20%  for  the  county  in  which  the  oil  and  gas  is 
produced.   The  legislative  intent  expressed  in  this  act  is 
as  follows: 

"(2)  It  is  the  intention  of  the  legislature  to 
impose  the  first  oil  and  gas  tax  as  a  state  excise 
tax  and  to  impose  the  second  oil  and  gas  tax  as  a 
county  excise  tax  to  compensate  the  county  in  which 
the  oil  and  gas  is  produced  for  loss  of  ad  valorem 
taxes  by  reason  of  the  provisions  of  this  chapter, 
and  to  make  it  possible  for  the  Board  of  County 
Commissioners  of  such  County  to  provide  the  addi- 
tional public  services  that  will  be  required  in  a 
county  where  oil  and  gas  are  provided." 

Some  people  may  doubt  the  logic  of  this  and  the 
doctrine  might  be  extended  to  a  situation  where  a  man  de- 
stroys a  building  that  is  owned  by  him  and  a  tax  is  imposed 
upon  the  severance  of  the  building  from  the  land,  because 
the  County  will  lose  ad  valorem  revenue  when  the  land  is  con- 
verted from  improved  property  to  unimproved  property. 

Collections  from  this  tax  for  the  year  of  1963-64 
produced  $45,382.00,  for  the  year  of  1964-65  produced 
$88,902.00,  and  in  1965-66  produced  $195,198.00,  and  is  of 
no  significance  in  the  over-all  picture. 

No  testimony  was  presented  to  the  Commission  by  the 
oil  and  gas  industry,  or  by  public  representatives,  or  by 
others,  advocating  any  action  with  respect  to  the  existing 
law. 

There  is  vast  difference  between  the  levy  of  a 
new  and  additional  unanticipated  tax  on  an  established  busi- 
ness or  industry  of  this  State,  and  the  levy  of  such  a  tax 
on  a  business  or  industry  which  has  not  been  established  in 
this  State  on  a  substantial  basis. 

With  respect  to  oil  and  gas,  there  has  been  no  sub- 
stantial development  of  this  industry  although  it  does  have 
a  few  producing  wells,  and  the  severance  tax  collections 
therefrom  are  negligible. 
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It  is  not  believed  that  the  present  tax  will  re- 
tard exploration  for  and  production  of  substantial  quanti- 
ties of  oil  and  gas  should  it  be  found  in  commercial  quanti- 
ties within  the  state;  on  the  other  hand,  the  impact  on 
other  properties  or  industries  which  are  established  on  a  sub- 
stantial basis  within  the  State,  and  which  have  been  studied 
in  this  report,  will  have  serious  results;  therefore,  the 
recommendation  of  the  Commission  is  not  inconsistent. 


RECOMMENDATIONS 


That  no  change  be  made  with  respect  to  the  tax 
imposed  by  Chapter  211,  Florida  Statutes. 

PERIODIC  CROPS,  INCLUDING  TIMBER,  CITRUS,  FRUITS, 
POTATOES  AND  OTHER  VEGETABLE  CROPS 

From  time  to  time  consideration  has  been  given  to 
the  imposition  of  severance  taxes  upon  the  harvest  of  periodic 
crops  such  as  timber,  citrus,  vegetables,  melons,  horti- 
cultural specialties,  flue  cured  tobacco,  shade  tobacco,  sugar 
cane,  fruit  crops,  and  other  fi^ld  crops,  etc.  No  state  now 
imposes  such  a  tax  on  any  crop  other  than  timber. 

All  rotating  crops  including  timber,  must  be  con- 
sidered in  a  different  light  from  those  natural  resources 
such  as  oil, gas,  solid  minerals,  etc.  that  are  irreplace- 
able after  severance. 

While  all  of  the  products  could  be  made  subject  to 
such  a  tax,  and  a  5  per  cent  tax  on  such  items  would  yield 
a  substantial  amount,  the  only  two  that  have  been  mentioned 
in  public  hearings  are  timber  and  potatoes,  and  it  was 
apparent  that  potatoes  were  mentioned  for  illustration  or 
for  humor. 

The  attached  table  furnishes  information  with  re- 
spect to  the  value  of  rotation  crops,  many  of  which  must  be 
severed  before  use.   (See  Table  IV) 
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TIMBER 


The  value  of  forest  products  at  the  time  of 
severance  is  about  $35,000,000,00  annually  and  the  esti- 
mated tax  therefrom  is  set  forth  in  memorandum  of  December 
14,  1965,  entitled  "State  Severance  Taxes",  by  Legislative 
Reference  Bureau,  page  ii,  as  follows: 

"It  has  been  proposed  also  to  tax  forest  products, 
the  stumpage  value  of  which  is  about  $35  million  per 
year,  or  one-sixth  that  of  solid  minerals.   Each  VL 
of  tax  on  the  value  of  these  products  should  produce 
about  $350,000.  annually." 

Therefore,  the  total  yield  of  a  b°L   severance  tax 
will  be  a  maximum  of  $1,750,000.00  and  this  would  be  super- 
imposed upon  ad  valorem  taxes  of  the  land. 

The  only  suggestions  with  respect  to  a  tax  on 
timber  eminate  from  the  presentation  of  the  Miami-Dade  County 
Chamber  of  Commerce,  wherein  it  was  stated: 

" One  means  of  replacing  this  loss  to  the 

general  revenue  fund  (referring  to  $18,000,000.00) 
would  be  the  levy  of  a  severance  tax  on  the  pro- 
duction of  mineral  commodities  and  timber 

Based  on  1964  production,  a  TL   levy  would  yield 
over  $16,000,000." 

Dr.  Vernon  notes  that  a  TL   levy  would  yield,  "only 
4.5  million  not  16  million",  and  the  Legislative  Reference 
Bureau  estimates  that  it  would  yield  only  4.7  million.  ° 

The  League  of  Women  Voters  suggested  in  a  supple- 
mental presentation: 

"....the  extension  of  severance  tax  to  include 
natural  resources,  particularly  minerals  and 
timber.   Such  a  tax  should  contain  provisions 
for  conservation,  replacement  or  damage  repair 
connected  with  the  natural  resource  and  to  be 
at  a  comparatively  low  rate  to  avoid  financial 
hardship  to  any  industry." 

In  opposition  to  the  levy  of  a  severance  tax,  presen- 
tations were  made  by  Florida  Forestry  Association  (herein- 
after called  "Florida  Forestry")  and  Association  of  Executives 
of  Paper  Mills  (hereinafter  called  "Paper  Association"). 
These  presentations  were  forwarded  to  the  Honorable  Hux 
Coulter  for  comment.   In  replying,  he  said: 
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"The  value  of  forest  products-  a  renewable  crop 
which  can  be  regenerated  by  planting  or  natural 
seeding  -  is  one  of  the  most  valuable  crops  in 
our  state,  exceeding  citrus.   The  rather  rapid 
rise  of  ad  valorem  taxes  with  no  certainty  of 
future  tax  costs,  makes  it  most  difficult  and 
uncertain  for  these  industries.   Some  means  of 
arriving  at  a  stable  tax  formula  or  base  would 
be  of  great  help." 

He  further  said: 


"The  idea  of  severance  tax  on  timber,  I  believe, 
is  ill  conceived.   Trees  are  more  and  more  a 
crop  as  the  landowner  plants  and  replaces  those 
cut  and  keeps  the  stand  productive.   In  my  opinion 
there  is  no  more  severance  involved  than  in  oranges 
or  potato  farming.   It  is  just  a  little  bit  longer 
between  harvests." 

The  following  economic  statistics  relating  to 
timber  and  forest  industry  have  been  furnished  to  the 
Commission  by  Honorable  Hux  Coulter,  Florida  Forestry,  and 
the  Paper  Association: 

1.  Second  largest  industry  in  the  state,  second 
only  to  tourism. 

2.  Florida  has  more  than  18,500,000  acres  of  forest 
lands . 

3.  There  are  93,000  individual  owners  of  forest 
lands . 

4.  There  are  249  industries  in  Florida  primarily 
processing  forest  products  (Florida  Forest 
Service,  1966),  110,000  are  employed  in  pri- 
mary manufacturing  of  forest  products. 

5.  $155,000,000.  payroll  of  employees  engaged  in 
primary  manufacture  of  forest  products.  (Florida 
Industrial  Commission) 

6.  There  are  2145  plants  secondarily  converting  and 
processing  the  material  produced  in  primary  manu- 
facture. 

7.  $1,200,000,000.  is  the  gross  value  of  forest 
products  at  retail  and  $575,000,000.  at  whole- 
sale. 
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8.  $35,000,000.  value  of  timber  stumpage  at  the 
time  of  severance. 

9.  The  largest  users  of  forest  products  are  the 
nine  paper  mills  in  the  State.   Statistics 
with  respect  to  this  segment  of  the  forest 
industry  for  1964,  are  as  follows: 

A.  Replacement  cost  of  present  capital 
investment  will  exceed  $597,000,000. 

B.  7, 386  direct  employees. 

C.  5,602  indirect  employees  engage  in 
harvesting  products. 

D.  Approximately  13,000  total,  direct  and 
indirect  employees. 

E.  $60,000,000.  plant  payrolls. 

F.  $55,000,000.  forest  payrolls. 

G.  $115,000,000.  total  payrolls. 

H.   $55,000,000.  purchases  of  pulpwood,  much 
of  which  is  imported  from  Alabama,  Missi- 
ssippi and  Georgia.   2/3  of  all  purchases 
of  pulpwood  produced  in  Florida  are  from 
privately  owned,  not  company  owned  land. 
1.   $74,000,000.  was  spent  in  planting  lands. 
J.   Wages  and  salaries  in  Florida  are  higher 
than  in  northern  and  New  England  mills. 
The  history  of  the  Florida  Forest  Industry  should  be 
considered.   When  Florida  became  a  part  of  the  United  States 
in  1821,  it  was  covered  with  vast  forests,  predominantly  pine. 
In  fact,  at  the  turn  of  the  century  one  of  the  recognized  in- 
ternational export  grades  was  classified  as  "Pensacola  Pitch 
Pine"  and  it  was  exported  to  the  far  corners  of  the  world  as 
prime  construction  material.   Poor  silvicultural  practices  and 
lack  of  scientific  knowledge  denuded  the  great  forests  and 
transformed  them  into  unproductive  "scrub  oak"  lands  and  the 
timber  industry  began  to  die,  reaching  a  low  ebb  in  the  1920 's 
With  the  advent  of  the  big  depression  of  the  1930' s,  land 
owners  ceased  to  pay  taxes  and  the  former  timber  producing 
counties  found  themselves  insolvent  if  not  bankrupt.   Much 
land  changed  hands  for  from  $1.00  to  $3.00  per  acre. 

The  cause  and  effect  of  the  economic  collapse  of 
this  period  is  well  stated  in  the  preamble  of  the  "Murphy 
Act",  Chapter  18296,  Laws  of  Florida,  1937: 
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"Section  1.   That,  whereas,  as  a  result  of  the 
1925  boom  tax  assessments  through  out  the  state 
upon  real  estate  were  greatly  increased  in  many 
instances  being  four  to  five  times  the  former 
assessed  values,  and. 

Whereas  there  was  likewise  a  tremendous  in- 
crease in  millage  levied  upon  such  assessments, 
and 

Whereas  following  the  collapse  of  the  boom 
in  the  early  part  of  1926,  there  settled  upon  the 
State  an  unprecedented  financial  depression,  which 
depressed  values  of  all  classes  of  property  to 
vanishing  point,  and 

Whereas  by  reason  of  the  things  aforesaid 
and  the  world  wide  depression,  beginning  in  1929, 
Florida  has  gone  through  years  of  almost  unbeliev- 
able financial  reverse,  and 

Whereas  by  reason  of  things  aforesaid  and  de- 
crease in  value  of  real  estate  and  financial  con- 
ditions of  owners  of  real  estate  in  Florida,  there 
is  now  delinquent  for  non-payment  of  taxes,  real 
estate  of  an  assessed  value  exceeding  $97,000,000. 
and 

Whereas  these  lands  have  been  certified  to 
the  State  for  non-payment  of  taxes  and  in  present 
condition  are  rendering  no  revenue  in  support  of 
State,  County  or  Government,  and 

Whereas  outstanding  tax  certificates  and  sub- 
sequent omitted  or  levied  taxes  against  said  land 
in  many  instances  greatly  exceed  the  actual  value  of 
such  land,  and 

Whereas  a  survey  shows  that  practically  in  all 
instances  the  tax  certificates  and  subsequent  omitted 
or  levied  taxes  held  against  said  land  are  not  worth 
the  face  value  thereof,  and 

Whereas,  said  certificates  and  subsequent  omitted 
or  levied  taxes  in  the  hands  of  State  of  Florida  and 
the  right  to  collect  from  said  land  subsequent  or 
omitted  taxes  is  a  dead,  frozen  and  depreciated  asset, 
and 

Whereas  as  a  result  of  the  enormous  amount  of 
real  estate  being  off  the  tax  rolls  as  aforesaid. 
State,  County  and  municipal  governments  of  the  State 
of  Florida,  are  seriously  handicapped  in  carrying  on 
their  necessary  functions,  and 
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Whereas  it  is  impossible  for  State  and  County 
government  to  properly  function  with  this  enormous 
amount  of  property  off  the  tax  roll,  and 

Whereas  it  would  be  to  the  best  interest  of 
State  to  sell  these  tax  certificates  that  are  more 
than  two  years  old  and  subsequent  omitted  or  levied 
taxes  which  sale  would  result  in  turning  into 
Treasury  of  the  State  and  Counties  a  large  amount 
of  money  and  would  further  result  in  placing  said 
land  back  upon  the  tax  roll,..." 

By  following  the  Murphy  Act,  the  State  and  Counties 
practically  gave  away  the  land  to  get  it  back  on  the  tax  rolls, 
but  some  owners  were  too  poor  to  save  their  lands. 

Commencing  with  the  period  in  1903,  paper  makers  ex- 
perimented with  the  production  of  pulp  from  yellow  pine.   The 
first  such  mill  was  located  that  year  in  Pensacola,  its  opera- 
tion was  not  successful  and  it  was  moved  to  Orange,  Texas, 
where  it  was  successfully  operated  and  may  still  be  in  operation, 

In  1930,  the  Constitution  of  Florida  was  amended  by 
Section  12,  Article  IX,  which  provided  as  follows: 

"For  a  period  of  fifteen  years  from  the 
beginning  of  operation,  all  industrial  plants 
which  shall  be  established  in  this  State  on  or 
after  July  1st,  1929,  engaged  primarily  during 
said  period  in  the  manufacture  of... wood  pulp, 
paper,  paper  bags,  fiber  board...,  and  includ- 
ing by-products  or  derivatives  incident  to  the 
manufacture  of  any  of  the  above  products,  shall 
be  exempt  from  all  taxation,  except  that  no  ex- 
emption which  shall  become  effective  by  virtue 
of  this  amendment  shall  extend  beyond  the  year  of 
1948."  The  amendment  expired  in  1948,  but  prior  to 
its  expiration  six  pulp  and  paper  plants  had  been  established 
in  Florida. 

In  the  1930 's  it  became  apparent  that  by  following 
scientific  methods  of  "tree  farming"  the  forest  could  be 
regenerated  and  restored.   To  that  end,  the  Federal  Govern- 
ment in  the  national  forests,  the  state  on  sub-marginal 
land  acquired  by  leases  from  the  U.  S.  and  the  Forest  Industry 
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by  expending  private  capital,  commenced  intensive  reforesting 
procedures  by  which  the  18,500,000  acres  of  forest  lands  have 
been  regenerated  and  rendered  productive.   The  process  has 
been  expensive  and  is  becoming  increasingly  expensive,  how- 
ever, through  these  measures,  private  enterprise  has  caused 
forestry  to  be  the  second  most  productive  industry,  which  has 
contributed  most  substantially  to  the  welfare  and  growth  of 
this  state. 

The  six  paper  mills  above  mentioned  and  the  three 
others  that  have  been  constructed  since  1948,  are  all 
assessed  on  the  tax  rolls  of  the  counties  concerned  and  so 
are  all  other  plants  processing  forest  products. 

Of  recent  years  ad  valorem  taxes  have  increased 
in  Florida  so  that  the  tax  burden  on  land  is  rendering  the 
Florida  plants  non-competitive. 

Industrial  forests  are  "tree  farms"  and  are  on  a 
rotation  program  ranging  from  20  to  30  years,  with  planned 
crops  on  a  scientific  basis.  ' 

Florida  Forestry  Association  stated  that: 

"Forest  land  is  not  a  'wasting  asset'  as 
modern  forest  management  practices  contribute 
to  upgrading  and  renewing  the  natural  resource 
base." 

The  Paper  Mill  Association  (p. 14),  in  commenting 
on  the  hazards  incident  to  tree  farming  said: 

"All  of  us  know  that  the  production  of  any 
agricultural  crop  is  subject  to  the  hazards  of 
weather,  insects,  disease,  and  so  far  as  a  profi- 
table crop  is  concerned,  to  price  fluctuations. 
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In  the  case  of  tree  farms  we  have  to  add  the  ever 
present  danger  of  forest  fire,  one  such  during  the 
last  decade  swept  over  66,000  acres  and  destroyed 
in  excess  of  $8  million  worth  of  timber  in  a  single 
afternoon  and  night.   In  one  southern  forest  of 
150,000  acres  the  annual  loss  to  beetle  infestation 
amounted  to  between  seven  and  eight  million  board 
feet  a  year,  so  that  the  tree  farmer  has  his  bug 
problem  as  well  as  the  potato  farmer.  We  all  know 
how  the  chestnut  blight  has  destroyed  that  tree  in 
America,  and  there  are  many  diseases  which  although 
now  under  control,  and  in  check,  could  create  havoc 
in  our  southern  forests." 

Only  seven  states  impose  severance  taxes  on  timber 
products.  See  Table  4,  "Severance  Taxes",  Legislative  Refe- 
rence Bureau. 

Arkansas  assesses  ad  valorem  taxes  on  a  basis  of 
20%  of  the  true  market  value  and  imposes  a  severance  tax  on 
saw  timber  of  50c  a  thousand  (about  15c  a  cord),  25c  a.   thou- 
sand on  all  other  products  other  than  certain  specialized 
products  including  pulpwood,  imposes  25c  a  cord  on  pine  pulp- 
wood,  and  20c  a  cord  on  hardwood  pulpwood.   While  this  is  one 
of  the  highest  rates  imposed  on  pulpwood,  the  ad  valorem  taxes 
in  Arkansas  are  based  upon  an  assessment  which  is  equal  to 
one-fifth  of  the  Florida  assessment,  therefore,  it  is  reason- 
able to  assume  that  the  combined  ad  valorem  tax  and  severance 
tax  is  far  below  the  ad  valorem  taxes  assessed  in  Florida. 

In  Virginia  the  average  ratio  of  assessment  to 
actual  value  is  approximately  407o  and  there  is  a  timber  tax 
(conversion)  of  15c  per  1,000  board  feet,  Doyle  Scale,  and 
7^C  a  cord  for  pulpwood.   The  total  yield  of  the  timber  tax 
in  Virginia  was  $183,000.00.^9 

Oregon  assesses  its  real  estate  for  ad  valorem  taxes 
at  257o  of  the  fair  cash  value.  The  forest  lands  west  of  the 
Cascade  Mountains  are  taxed  at  only  10c  an  acre  and  those    ^o 
East  thereof  at  5c  an  acre,  but  there  is  a  yield  tax  of  12^7o. 


^  "State  Tax  Handbook", Sept. 1966, p. 474, 475 
^^"State  Tax  Handbook", Sept. 1966, p. 622 
-^^"State  Tax  Handbook"  , Sept.  1966, p.  590 
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In  the  state  of  New  Mexico  real  estate  is  assessed 
at  from  25%  to  1007o  of  its  value  and  the  severance  tax  of 
3/8  of  17o  on  timber  produces  a  return  so  small  as  to  be  in- 
consequential .  -'■'■ 

Florida  is  most  directly  in  competition  with 
Georgia,  Alabama,  Mississippi  and  Louisiana. 

The  Paper  Mill  Executives,  in  Supplemental  Memo- 
randum, state: 

"Florida:  Florida  levied  ad  valorem  taxes 
on  both  land  and  timber.   In  the  year  of  1966 
these  taxes  averaged  approximately  lie;   an  acre. 
There  has  been  a  reassessment  in  virtually  all 
counties,  which  has  resulted  in  an  increase  in 
ad  valorem  taxes  over  1965.   Lands  in  Florida  are 
assessed  at  1007o  of  their  value  for  forest  pur- 
poses.  Average  production  is  about  3/10  of  a  cord 
per  acre  per  year. 

Georgia :  There  is  no  severance  tax  in  Georgia: 
forest  lands  are  assessed  at  not  more  than  407o  of 
its  value;  the  average  ad  valorem  tax  in  Georgia  on 
acreage  in  1965  was  approximately  38(;  an  acre. 

Alabama:   There  is  a  severance  tax  in  Alabama 
amounting  to  6c  a  cord.  The  average  ad  valorem 
taxes  on  land  and  timber  amounted  to  approximately 
16.6(p  an  acre  in  1965,  to  which  should  be  added 
approximately  2(p  per  acre  for  severance  taxes,  or 
a  total  of  18.6c  an  acre.   Real  property  is  assessed 
at  from  307o  to  327o  of  its  market  value  and  average 
production  throughout  the  state  is  4/10  of  a  cord 
per  acre  of  timbered  land. 

Mississippi:  Mississippi  has  a  severance  tax 
of  120  per  cord.   Severance  yields  3.4c  per  acre. 
Timber  is  not  assessed  for  ad  valorem  taxes,  land  is 
assessed  and  average  taxes  on  the  land  upon  which 
timber  is  growing  for  the  year  of  1965  was  43. 3c  or 
a  total  of  46. 7c. 
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Louisiana:  Louisiana  has  a  severance  tax  of 
57o  of  the  market  value  of  pulpwood  stumpage  which 
should  amount  to  approximately  SSc  a  cord.   By  con- 
stitution, timber  is  exempt  from  ad  valorem  taxes. 
Ad  valorem  taxes  are  levied  against  the  land  upon 
which  timber  is  growing  and  the  average  ad  valorem 
taxes  per  acre  in  the  34  pine  producing  counties 
for  the  year  of  1965  was  approximately  27c  per 
acre.   As  the  average  timber  production  per  acre 
in  Louisiana  amounted  to  2/10  cords  per  acre,  the 
severance  taxes  payable  per  acre  if  the  entire 
annual  growth  was  cut  each  year  would  be  7c  per 
cord,  so  that  the  aggregate  of  the  severance  tax 
and  ad  valorem  tax  would  be  a  maximum  amount  of 
34c  per  acre." 

"Therefore,  it  will  be  seen  that  the  total 
of  severance  and  ad  valorem  taxes  levied  in  the 
neighboring  states  is  much  less  than  the  ad  valoreijp 
taxes  in  Florida. 

Ad  Valorem  Severance 

Per  Acre    Per  Acre    Total 

Florida  1966 

Georgia  1965 

Alabama  1965 

Mississippi  1965 

Louisiana  1965 

Average  for  last 

four  states:       31.2c       3.1c       34.3c 

In  1966  the  ad  valorem  average  is  approximately 
1007o  greater  for  Florida  than  the  average  aggregate 
of  1965  ad  valorem  and  severance  taxes  in  the  four 
southeastern  states.   There  will  be  a  small  increase 
in  the  amount  of  ad  valorem  taxes  in  Georgia  in  1966, 
but  the  three  remaining  states  will  remain  approxi- 
mately the  same." 

The  effect  of  the  above  is  to  require  Florida  forest 
owners  to  pay  annually  approximately  $7,000,000.  on  18,500,000 
acres  of  land  more  than  owners  of  that  amount  of  land  m  com- 
peting states  would  pay  by  ad  valorem  taxes  or  severance  taxes 
or  both. 
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72c 

0 

72c 

38c 

0 

38c 

16.6c 

2c 

18.6c 

43.3c 

3.4c 

46.7c 

27c 

7C 

34c 

Average  ad  valorem  taxes  on  Florida  forest  lands 
have  increased  more  than  1007o  from  34c  per  acre  in  1964  to 
72c  in  1966;  prior  to  1966  Florida  was  slightly  higher  than 
the  average  of  the  four  states. 

It  has  been  stated  that  land  management  costs, fire 
protection,  trespass  prevention,  site  preparation  and  planting 
which  are  paid  in  a  well  managed  forest  in  1964  amounted  to 
an  average  of  $2.84  per  acre  and  together  with  ad  valorem  taxes 
averaging  34c  (taxes  are  now  72c),  such  land  could  not  earn 
a  net  of  67o  on  a  value  greater  than  $24.23  per  acre.-'"^  By 
applying  the  1966  taxes  to  the  example  and  assume  no  in- 
crease in  the  cost  of  land  management  over  1964,  the  land 
value  would  have  to  be  reduced  to  $21.90  in  order  to  yield 
67o. 

It  is  contended  that  forest  lands  are  a  poor  in- 
vestment for  return  and  are  acquired  by  paper  companies  only 
as  a  protection  for  raw  supply. -^-^ 

The  Paper  Mill  Executives  also  point  out  that  not 
only  are  the  taxes  on  forest  lands  greater  than  in  competi- 
tive States,  but  that  the  Florida  mills  have  a  burden  of  ad 
valorem  taxes  507o  greater  than  mills  in  the  competing  states 
of  Georgia,  Alabama  and  Mississippi.   The  taxes  per  ton  range 
from  99c  to  $1.07  or  an  average  of  $1.02,  and  the  average 
tax  per  ton  in  Florida  amounts  to  $1.53  per  ton.^^ 

Paper  mills  use  tremendous  quantities  of  forest 
products  and  therefore  if  pulp  and  paper  mills  are  not  con- 
structed in  the  vicinity  of  the  forest  lands,  the  value  of 
the  pulpwood  by  reason  of  tranportation  costs  can  become  de- 
pressed. 
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Alabama,  Mississippi  and  Louisiana  grant  almost 
complete  tax  exemption  to  new  industries  and  the  expansion 
of  old  industries  for  a  term  of  10  years.   Ad  valorem  taxes 
in  Georgia  are  assessed  on  a  basis  of  407o,  whereas  in 
Florida  they  are  assessed  on  1007o,  and  as  previously  pointed 
out,  the  ad  valorem  tax  on  forest  lands  in  Georgia  is 
approximately  half  of  that  of  Florida.   It  is  believed  that 
the  disproportionate  tax  burden  imposed  upon  forest  lands  and 
pulp  and  paper  mills  is  possibly  discouraging  the  expansion 
of  the  pulp  and  paper  industry  in  Florida. 

An  examination  of  Table  V,  attached,  furnished  by 
Paper  Mill  Executives,  discloses  that  out  of  the  billion 
dollar  expansion  planned  by  paper  mills  in  Alabama,  Louisiana, 
Mississippi,  Georgia  and  Florida,  only  twenty-four  million 
dollars  of  this  expansion  is  planned  for  Florida.   This  table 
was  prepared  before  the  announcement  of  Great  Southern  with 
respect  to  the  Appalachicola  fifty  million  dollar  mill,  how- 
ever, if  this  is  added  to  the  twenty-four  Billion  dollars, 
we  will  trail  Georgia  by  approximately  one  hundred  million 
dollars ,  Mississippi  by  approximately  one  hundred  twenty -five 
million,  Louisiana  by  two  hundred  fifteen  million,  and 
Alabama  by  two  hundred  fifty  million.  In  other  words,  Florida 
will  receive  only  7^7o  of  the  planned  expansion  of  the  paper 
mill  industry  in  the  five  southeastern  states. 

While  it  may  be  that  the  tax  rate  was  not  the  sole 
factor  with  respect  to  the  location  and  expansion  of  the  in- 
dustry, it  certainly  is  one  of  the  most  important  factors 
when  a  company  is  considering  additional  capacity. 

The  Commission  was  also  asked  to  consider  the  bene- 
fits to  the  public  by  the  maintenance  of  these  forest  which 
they  name  as: 

A.  A  great  watershed  and  reservoir  of  rain  fall 
and  water  supply. 

B.  Prevention  of  soil  erosion. 

C.  Providing  vast  recreational  facilities  without 
cost  to  the  state  for: 

(1)  hunting        , 

(2)  fishing 
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(3)  riding 

(4)  camping 

(5)  hiking,  and 

(6)  picnicing. 

The  matter  of  recreation  and  the  preservation 
of  an  area  therefor   is  becoming  extremely  acute  because 
of  the  population  explosion.   More  and  more  cities  are  en- 
croaching upon  rural  lands  and  subdivision  after  subdivision 
is  being  laid  out  miles  from  corporate  limits,  but  within 
a  few  years  the  entire  area  is  built  up.   Wildlife  is  being 
compressed  into  smaller  areas  and  there  are  only  two  methods 
whereby  these  recreation  areas  may  be  retained. 

One  is  by  purchase  by  governmental  agencies.  The 
effect  of  this  is  to  remove  the  lands  from  the  tax  rolls 
and  increase  the  tax  burden  on  the  remaining  landowners;  or 
encourage  private  industry  to  maintain  these  lands  for  multi- 
ple use.   That  is  to  say,  for  the  production  of  a  commodity 
from  which  private  industry  can  make  a  profit  and  at  the 
same  time  permit  the  use  of  these  lands  by  the  public  for 
recreational  purposes.   As  long  as  such  lands  are  reason- 
ably profitable  a  company  can  justify  the  payment  of  a 
reasonable  tax,  however,  in  the  present  state  of  operations 
the  ownership  of  forest  lands  by  forest  using  industries 
is  not  a  profitable  operation.   On  isolated  occasions  pub- 
licity has  been  given  to  small  areas  which  produced  a  phe- 
nominally  high  rate  of  growth.   While  it  is  possible  by  se- 
lecting an  average  of  less  than  100  acres  with  desirable  soil 
conditions,  and  by  intensive  care,  fertilization,  etc.  to 
produce  high  figures,  it  is  believed  reasonably  certain 
that  no  land  owner  has  been  able  to  ptoduce  on  a  commercial 
forest  consisting  of  5,000  acres  or  more  an  average  of  more 
than  2/3  of  a  cord  per  acre  per  year,  and  very  few  forests 
produce  this  for  the  reason  that  in  each  tract  of  that  size, 
there  is  much  waste  land  and  the  timber  suffers  from  insect 
damage,  disease,  blight,  fire,  windstorm  and  trespass.  The 
average  production  on  Florida  forest  lands  is  approximately 
3/10  of  a  cord  per  acre  per  year,  $2.84  plus  .72c  =  $3.56 
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Opposition  to  severance  by  the  Paper  Mill  Execu- 
tives was  summarized  in  the  following  language: 

"The  pulp  and  paper  industry  is  a  most 
important  part  of  Florida's  economy,  and  to 
impose  a  severance  tax  on  timber  that  is 
cut,  which  is  being  replaced  at  great  ex- 
pense by  the  landowner,  while  continuing  to 
impose  an  exorbitant  ad  valorem  tax  is  not 
in  the  best  interests  of  the  State  of  Florida." 

FINDINGS 

1.  Ad  valorem  taxes  payable  in  Florida  on 
forest  land  is  approximately  double  the 
ad  valorem  taxes,  and  aggregate  of  the 

ad  valorem  tax  and  severance  taxes  in  the 
four  southeastern  states. 

2.  That  the  ad  valorem  tax  calculated  on  per 
ton  capacity  on  pulp  and  paper  mills  in 
Florida  is  approximately  507o  greater  than 
the  tax  of  the  adjoining  states. 

3.  That  only  one  state (of  the  seven  that  im- 
pose severance  taxes  on  timber)  imposes 

ad  valorem  taxes  at  1007o  of  value  of  forest 
lands  as  well  as  a  severance  tax  on 
timber,  but  the  severance  tax  is  only  3/8 
of  1%   of  the  value  of  the  stumpage. 

4.  That  the  present  rate  of  ad  valorem  taxes 
in  Florida,  places  timber  owners  and  pro- 
cessors at  a  competitive  disadvantage  with 
owners  and  processors  in  other  states. 

5.  That  this  high  rate  of  taxation  may  be  re- 
tarding the  establishment  of  and  the  ex- 
pansion of  processing  plants  for  forest 
products  in  this  state. 

6.  That  timber  is  a  rotation  crop  and  should 
be  treated  as  such. 

7.  That  more  trees  are  planted  each  year  than 
are  cut. 

8.  Planting,  seeding  and  regenerating  forest 
lands  is  an  expensive  operation  and  the 
hazard  of  fire,  disease,  windstorm  and  in- 
sect damage  is  ever  present  which  may  de- 
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stroy  investments  made  during  thirty  years 
while  the  crop  is  maturing. 
9.   That  the  state  and  public  enjoy  multiple 
benefits  from  the  maintenance  of  forests 
in  that  it  results  in: 

(a)  water  conservation  and  supply; 

(b)  prevention  of  soil  erosion;  and 

(c)  providing  vast  areas  for  recre- 
ation, all  without  expense. 

10.  It  is  not  a  wasting  crop  and  new  trees  are 
brought  forth  in  the  place  of  those  cut. 

11.  Florida  almost  more  than  any  state  should 
encourage  the  maintenance  of  these  vast 
forest  areas  for  they  not  only  make  possi- 
ble the  state's  second  largest  industry, 
but  give  a  material  assist  to  the  first 
(tourism),  by  providing  without  cost  a 
very  essential  tourist  attraction. 

RECOMMENDATION 

That  no  severance  tax  be  imposed  upon  forest  pro- 
ducts . 


AQUATIC  PRODUCTS,  SUCH  AS  FISH 
AND  SHELLFISH 

The  State  of  Florida  imposed  a  severance  tax  on 
oysters  and  clams  but  repealed  this  law  in  1959.   370.16(19) 
Florida  Statutes.   The  following  statement  is  made  in  "State 
Severance  Taxes",  Legislative  Reference  Bureau, p.  i: 

" In  earlier  years  Florida  had  a  small 

severance  tax  on  oysters  and  clams  gathered 
in  the  state  but  this  produced  no  net  reve- 
nue and  was  repealed  in  1959.   The  revenue 
could  be  spent  only  in  the  county  where 

collected " 

Alaska  appeared  to  be  the  only  state  that  now 
taxes  aquatic  products. 
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An  attempt  to  levy  such  a  tax  on  deep  sea  fish  and 
shrimp  would  be  met  with  the  claim  that  the  fish  were  severed 
without  the  State  of  Florida. 

While  the  shrimp  industry  appears  to  be  enjoying 
reasonable  prosperity,  it  is  common  knowledge  that  the  fish- 
ing industry  of  Florida  is  depressed. 

Pensacola,  once  known  as  the  red  snapper  capital 
of  the  world,  produces  few  snappers  and  virtually  all  of 
these  are  caught  on  the  continental  shelf  outside  of  the 
State. 

The  beach  fish,  such  as  mullet,  Spanish  mackerel, 
are  in  lesser  quantities  than  in  prior  years. 

Crabs,  crawfish,  oysters,  sponges  and  clams  are 
produced  in  lesser  quantities  than  in  prior  years. 

By  reason  of  marine  predators,  poor  conservation 
practices,  pollution  by  municipalities  and  in  some  instances 
by  industries,  the  oyster  and  clam  production  has  been 
damaged  and  in  some  instances  almost  destroyed. 

Marine  products  differ  from  the  other  classes  of 
products  considered.   Severance  in  all  other  classes  is  the 
removal,  detachment  or  cutting  of  a  natural  resource  by  an 
owner  from  his  own  property,  whereas  fish  and  shrimp  do  not 
become  property  until  reduced  to  legal  possession  and  oysters 
and  clams  are  produced  on  property  of  the  State,  to  wit: 
submerged  lands  or  bottoms.   A  fish  lives  in  water  but  is  no 
more  severed  from  a  fixed  object  than  a  steer  is  severed 
from  land  when  submerged  in  a  stream.   The  catching  of  a  fish 
is  not  an  actual  severance,  it  is  removal  only. 

The  aggressive  action  of  the  Department  of  Conser- 
vation of  State  Health  Departments  is  rapidly  reviving  the 
marine  industries. 

The  State  being  the  owner  of  the  submerged  land  can 
control  the  return  to  the  State  from  oyster  and  clam  pro- 
duction, by  contract  rather  than  by  a  tax.   The  State  Director 
of  Conservation  has  protested  the  imposition  of  such  a  tax 
on  aquatic  products. 

FINDINGS 

1.   Irrespective  of  legal  niceties (as  to  whether 
fish  and  shrimp  are  severed),  the  imposition  of  a  severance 
tax  or  a  production  tax  on  fish  is  unjustified  in  view  of  the 
depressed  state  of  this  industry  and  the  poverty  of  the  fish- 
erman engaged  in  production. 
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2.   The  yield  would  be  too  small  to  justify 
collection  costs. 


RECOMMENDATIONS 

That  no  severance  tax  be  imposed  upon  aquatic 
products. 
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FLORIDA  PHOSPHATE  TONNAGES  IN  JEOPARDY  DUE  TO 
FREIGHT  DISADVANTAGE  6c  FLORIDA  SEVERANCE  TAX 

(Tons  of  Phosphate  Rock  Equiv.) 


Tons  in  jeopardy  due  to  North  Carolina  Phosphates  coming 
on  stream  (based  on  1963/64  consumption) 

4,785,524  net  tons  rock  equivalent 
Tons  in  jeopardy  due  to  $  .50  per  ton  severance  tax 

1,718,194 
Total  tons  in  jeopardy 

6,503,718  net  tons 

Estimated  Domestic  Florida  shipments  6c  in  plant  use- 
1963/64 

10,314,500  net  tons 

Potential  loss  in  Florida  Phosphate  shipments 

6)503,718  .  ^3.05% 
10,314,500 
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FLORIDA        AGRICULTURAL 

AND        FORESTRY        CROPS 

1963_1964      SEASON 
(SUMMARY) 

(MILLIONS   OF   DOLLARS) 
CROP  FARM  FLORIDA  RETAIL 

CITRUS 

VEGETABLES  AND  MELONS 

DAIRY  PRODUCTS 

BEEF  CATTLE  &  CALVES 

POULTRY  PRODUCTS 

SWINE 

HORSES 

HORTICULTURAL  SPECIALTY 

FORESTRY  PRODUCTS 

FLUE-CURED  TOBACCO 

SHADE  TOBACCO 

SUGAR  CANE  FOR  SUGAR 

OTHER  FIELD  CROPS 

OTHER  FRUITS 

HONEY  AND  BEESWAX 

MISCELLANEOUS   CROPS 

TOTALS 


385 

728 

1167 

219 

438 

650 

87 

151 

151 

67 

100 

110 

56 

95 

95 

13 

20 

23 

5 

5 

5 

70 

105 

187 

74 

887 

1200 

13 

15 

88 

12 

24 

72 

56 

97 

147 

45 

77 

108 

11 

22 

33 

4 

6 

10 

7 
1,104 

10 
2,780 

17 
4,063 
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RALPH    D.    TURLINGTON  JAMES    LORENZO    WALKER  /mI^^^nX  ALLEN    MORRIS  W     A.    BALLENTINE 

Speaker  Speaker  Pro  Tempore  ^wK  ^^ fUJjjgA  Clerk  Sergeant  at  krmt 


Florida  House  of  Representatives 

TALLAHASSEE 

MINORITY  REPORT 

By  REP.  CAREY  MATTHEWS 

I  disagree  with  many  of  the  findings  of  the  majority  of  the 
Subcommittee  on  Severance  Taxes  as  expressed  in  its  majority  re- 
port. 

I  agree  with  so  much  of  the  report  as  rejects  aquatic  pro- 
ducts as  a  tax  source  since  clearly  they  are  not  severed  from 
Florida's  soil  and  neither  realistically  or  legally  should  be 
considered. 

Severance  taxes  historically  have  been  imposed  in  many  of  the 
states  which  have  substantial  oil,  timber  and  mining  interests. 
They  have  proven  a  reliable  source  of  revenue  and  yet  have  not 
unduly  restricted  the  competitive  position  of  the  industries  con- 
cerned in  the  states  where  imposed. 

I  have  made  an  independent  study  of  this  area  for  several 
years  and  have  twice  introduced  bills  in  the  Florida  Legislature 
which  would  have  imposed  severance  taxes. 

Excellent  presentations  have  been  made  to  the  Commission  but 
I  remain  unconvinced  that  a  moderate  (27o)  severance  tax  on  the 
severance  of  all  minerals  and  timber  would  seriously  damage  the 
competitive  position  of  those  industries,  retard  their  development 
or  cause  local  unemployment.   Contrary  to  the  majority  report.   I 
feel  that  a  (2?o)  severance  tax  would  yield  considerable  tax  dollars 
for  Florida's  General  Revenue  Fund. 

I  would  recommend  to  the  Commission  a  (27o)  across  the  board 
tax  on  all  minerals  and  timber  severed  from  Florida's  soil. 

Submitted  as  a  minority  report 

Representative  Carey  Matthews 
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SECRETAHf 

ROY     ADKISOh 


THE  FIX>I^1DA  HEN  ATE 

TALLAHASSEE 


MINORITY  REPORT 


The  undersigned  respectfully  submit  the  following  as 
recommendations  of  a  minority  of  the  membership  of  the  Florida 
Commission  for  Tax  Reform: 

(a)  We  find  that  the  formulae  for  the  distribution  of 
the  Second  Gas  Tax,  as  set  forth  in  Article  IX,  Section  16,  of  the 
Constitution  of  the  State  of  Florida,  and  for  the  distribution  of 
the  additional  gas  tax,  as  set  forth  in  Chapter  208,  Florida 
Statutes,  are  highly  inequitable  and  bear  no  relationship  to  the 
present  need  for  funds  for  highway  construction  in  the  counties  of 
the  State,  and  do  thereby  recommend  that  the  Legislature  examine 
closely  the  several  revisions  to  these  distributive  formulae  which 
are  being  proposed  and  adopt  the  one  which  will  best  meet  the  needs 
for  improved  highways  where  these  needs  are  the  greatest,  by  amend- 
ing the  Constitution  and  Statutes  where  necessary,  including  the 
repeal  of  the  existing  formulae  for  distribution  of  these  revenues. 

(b)  We  find  that  the  provisions  of  Section  212.08(4), 
Florida  Statutes,  granting  a  limitation  in  the  sum  of  $5,000.00  on 
the  taxes  imposed  by  Chapter  212  on  Industrial  Machinery,  create  a 
great  inequity  in  the  application  of  the  tax.  It  not  only  provides 
a  method  under  the  single  purchase  definition,  whereby  a  number  of 
purchasers,  otherwise  taxable,  escape  the  imposition  of  the  tax, 
but  also  discriminates  against  the  small  and  medium  sized  Florida 
taxpayer  and  in  favor  of  the  large  industrialist,  by  taxing  the 
small  and  medium  sized  taxpayer  at  the  full  rate  while  the  larger 
firms,  through  the  application  of  the  $5,000.00  limitation,  are 
able  to  average  out  this  tax  at  a  lesser  rate. 

We,  therefore,  recommend  the  repeal  of  this  limitation. 

Respectfully  submitted, 

A,  J.  RYAN,  JR.,  Senator,  Broward  County 
CAREY  MATTHEWS,  Representative,  Dade  Co. 
WILLIAM  G.  ZINKIL,  Broward  County 
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